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Objects and By-laws of the Corporation 


Objects 





On March 24, 1977, the Ontario Share and 
Deposit Insurance Corporation (OSDIC) was 
established under The Credit Unions and 
Caisses Populaires Act, 1976, Chapter 62, 
Statutes of Ontario. 


The objects of the Corporation are: 


a) to accumulate, manage, invest, disburse 
and pay out a separate fund for each 
league and a further fund for all 
independent members, such funds to be 
accounted for separately and each fund 
receiving the revenues or assets and 
bearing all direct charges and an 
appropriate portion of such other charges 
as may be applicable to it; 


By-laws at December 31, 1979* 


b) to provide, in its discretion, financial 
assistance, having regard to the liabilities 
and assets of each fund, for the purpose 
of assisting any credit union in the 
appropriate category in its continued 
operation or in the orderly liquidation of its 
operations; 


c) to provide, for the benefit of persons 
having shares or deposits with credit 
unions in Ontario deposit insurance 
against loss of part or all of such shares 
or deposits, by making payments to such 
persons to the extent and in the manner 
authorized by The Credit Unions and 
Caisses Populaires Act, 1976. 





BY-LAW NO. 1 
relating generally to the conduct of affairs of 
the Corporation 


BY-LAW NO. 2 

with respect to the borrowing of money by the 
Corporation 

BY-LAW NO. 3 


with respect to the operation of a deposit 
insurance program for persons who are 


members of credit unions and caisses 
populaires 


BY-LAW NO. 4 
with respect to the indemnification of directors 
and officers of the Corporation 


*The Corporation enacted the above By-laws 
in November 1977, with the approval of the 
Lieutenant-Governor in Council 
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feport of the Board of Directors 














9 was a year of moderate growth in the 

itario credit union movement, largely due to the 
ntinuation of high interest rates that surfaced in 
» latter part of 1978. Contrary to the general 
dectations of some moderation in interest rate 
els, in late 1979, they have remained high into 
5 first quarter of 1980. High interest rates for 
yst of 1980 appear likely, based on the 


settled political and economic conditions 


: political instability in the Middle East are some 
the proliferating elements prolonging the 
nomic uncertainties. 


> expect that the boards of directors and 
inagement of credit unions and caisses 

dulaires will continue the programs they 
dertook in 1978 and 1979 to: 


: update reviews of members’ requirements for 

current and future services: 

_ improve annual budget planning; 

' continue selective income improvement 

_ programs; 

_ review expenses and staffing for improved 
return to members; 

communicate on a timely basis with members 

_ with respect to the operations of their own 

credit union or caisse populaire; 

upgrade internal policies and procedures to 

assist the credit union or caisse populaire in 

being more efficient and more 

knowledgeable. 


30 will be a time for consolidation for the credit 
on movement. Boards of directors, committees 
d management of all credit unions and caisses 
dulaires must continue to carry out the 
wardship delegated by the membership and 

! responsibilities which they have assumed 

der the Act. Many of these dedicated officers 
ve understood the need for reserves and 

ained earnings to protect the stability and 

bility of their credit union or caisse populaire. 
lilure to provide for sufficient reserves and 
ained earnings can seriously affect the viability 
their own credit union or caisse populaire and, 
leed, adversely affect the entire movement. 


Twenty-one credit unions in financial difficulties 
were under the Corporation’s direction under 
section 116 of the Act at December 31, 1979. 
There were also an additional 14 credit unions in 
difficulty being monitored by the Corporation. No 
special quasi-judicial hearings were held in 1979 
under section 116 of The Credit Unions and 
Caisses Populaires Act, 1976. 


The Corporation is providing technical and 
financial assistance where required to these 35 
credit unions and caisses populaires with total 
assets of $278 million and overall deficits 
amounting to $6 million according to the 
December 31, 1979 report. Under present 
economic conditions, the Corporation expects the 
number of credit unions and caisses populaires 
both under direction and being monitored, to 
increase in 1980. 


Direct financial assistance is provided to credit 
unions and caisses populaires in financial difficulty 
to ensure orderly mergers, amalgamations and 
dissolutions. In 1979, actual financial assistance 
of $462,692 was provided to 11 credit unions. 
Further to this, the Corporation undertook to 
provide in 1980 $5,000,000 in the form of a 
secured interest-free loan to a newly 
amalgamated credit union in Fund A to resolve a 
deficit of approximately $1.5 million over a period 
of time. The loan is repayable in the following 
manner: $1,500,000 on December 31, 1981; 
$2,500,000 on December 31, 1983 and $1,000,000 
on December 31, 1984. 


The Corporation’s Board of Directors met regularly 
throughout 1979. The Board of Directors has 
established a number of committees to carry out 
its work in addition to regular board meetings. The 
five currently operating committees are Executive, 
Audit, Investment, Legislation and the Committee 
on Sound Business and Financial Practices for 
credit unions and caisses populaires. 


In addition to the external auditors’ examination, 
the Corporation has been subjected to 
examinations by the Office of the Superintendent 
of Insurance and the Provincial Auditor in 1979. 
The summary comment from the Superintendent's 
detailed 1979 report on the Corporation's 1978 
operations ultimately submitted to the 
Lieutenant-Governor in Council, stated that 
development is proceeding at a reasonably rapid 
pace and that the Corporation's basic role of 
protecting the deposits of members of credit 
unions has to date been fulfilled. 


Shares and deposits of credit unions and caisses 
populaires exceeded $3,960 million at December 


31, 1978 - a 22 per cent growth in 1978. For the 
year ended December 31, 1979, based on the 
assessment updates received by the Corporation 
in early 1980, a growth rate of 12 per cent in 1979 
in shares and deposits in Ontario credit unions 
and caisses populaires to 4,435 million is 
estimated. 


That growth is significant when a review is made 
of statistics available from the Ministry of 
Consumer and Commercial Relations. 





Number of 
Ontario Credit 
Unions and 
Year Caisses Shares and 
End Populaires Deposits 
1960 1,374 $ 201 million 
1965 1,303 415 million 
1970 1,474 755 million 
1975 1,251 2,021 million 
1978 L125 3,964 million 
1979 elOS 4,435 million estimated 


It should be noted that the number of credit 
unions and caisses populaires in Ontario has 
dropped each year since 1968 from 1,523 to the 
present 1,105, but the shares and deposits have 
increased to the estimated $4,435 million at 
December 31, 1979. 


In response to meetings of the Corporation with 
Department of Finance officials, the Honourable 
John Crosbie, Minister of Finance, indicated in a 
letter on October 31, 1979, that the Government 
of Canada will not allow as a deduction for federal 
income tax purposes ‘assistance to credit unions 
and caisses populaires’. For the 1979 taxation 
year, the Corporation is required to pay federal 
income taxes of 15 per cent and provincial income 
taxes of 14 per cent on net taxable income before 
deducting assistance to credit unions and caisses 
populaires in financial difficulties. The budget 
proposals introduced in December 1979 would 





Committees of the Board 


Committee on Sound 
Business and Financial 
Practices: 

Herbert R. Balls, Chairman 
G. Allen Charbonneau 
Marcel Couture 

Helen Anderson 


Roger Frenette 


Investment Committee: 


Alexander L. Gracie, Chairman 
Helen Anderson 


Legislation Committee: 
Robert Perras, Chairman 
Jean-Baptiste Alie 
Alexander L. Gracie 


have in turn added a 5 per cent surcharge on th 
existing 15 per cent federal rate. 


With the current budgetary restraints in effect in 
Ontario, as evidenced by both the closing down 
the 8 regional offices of the Credit Unions and 
Co-operatives Services Branch and the withdrav 
of the Ministry of Treasury and Economics from 
previous statistical gathering function for credit 
unions, the Corporation considers its 
responsibilities to the Ontario credit union 
movement to be ever increasing in providing a 
statistical gathering function. It is anticipated tha 
this will ultimately reduce the volume of reportin 
necessary in the annual return to the Director ot 
Credit Unions. 


On October 5, 1979, Mr. Rodolphe Almanza, C. 
resigned his position as a director of the 
Corporation and his position as general managé 
of la Fédération des Caisses Populaires de 
l'Ontario Limitée. Mr. Roger Frenette of Wellanc¢ 
a director of la Fédération, has been appointed 


fill the vacancy. | 


The Corporation is pleased to recognize again } 
spirit of co-operation from the credit unions and) 
caisses populaires, the Credit Union Central of 
Ontario, la Fédération des Caisses Populaires ' 
l'Ontario Limitée, the Director of Credit Unions 
and the Ministry of Consumer and Commercial 
Relations. 


The Corporation acknowledges the dedication i 
efforts of staff in the performance of their dutie: 


On behalf of the Board of Directors, 















J. C. Mackintosh 
Chairman 





Executive Committee: 

John Mackintosh, Chairman 
Marcel Couture, Vice-Chairman 
Jean-Baptiste Alie 

Herbert R. Balls 

Alexander L. Gracie 


Audit Committee: 
Herbert R. Balls, Chairman 


Marcel Couture 
G. Allen Charbonneau 





Report of the Management 


Organization 


The Corporation has been functional for 
approximately two years. In those two years there 
has been substantial growth in the movement and 
considerable change in the economics — two 
years ago, a prime lending rate of 81/4 per cent: 
today, a prime rate of 15 per cent. 


Two years ago the Corporation had a staff of 12: at 
December 31, 1979 it had a staff of 29. 


Mr. Neil de Valk, Manager of the Administration 
Department and his staff of 13, have the 
responsibility for (i) administration and accounting, 
(ii) collections, (iii) corporate services and 

(iv) assistance programs and dissolution 
co-ordination. 


Mr. Doug Enns, Manager of the Examination 
Department and his staff of 12, have the 
responsibility for (i) credit unions and caisses 
populaires under direction and being monitored, 
(ii) examination review and audit liaison (iii) the 
statistics gathering program presently underway. 


The Corporation is fortunate in having an 
enthusiastic staff with an excellent knowledge and 
experience in the credit union movement; seven of 
the staff are bilingual in French and English. 


Communications 


The Corporation advertised in daily newspapers 
and selected weeklies in both English and French 
several times in 1979 indicating that, although 
relatively new and unknown, the Corporation 
stands behind credit unions and caisses populaires 
with substantial reserves; it is planning similar 
selected advertising during 1980. 


Although more than 900,000 pamphlets, outlining 
deposit insurance coverage, have been distributed 
to credit unions and caisses populaires, the 
Corporation is planning a further review of the 
pamphlet to communicate its coverage to both 
members and non members. 


Beginning in 1980 the Corporation will be issuing 
quarterly status reports of its activities. 


Operations 


The following comments are for additional 
Clarification to the 1979 audited financial 
statements. 


Cash on deposit $7,386,048 

Because of the unsettled investment environment 
and because of projected funding requirements, 
the Corporation has maintained substantial funds 
on deposit during 1979 and plan to continue to do 


so in 1980. The return on these funds Is at a very 
competitive rate with money market investments. 


Investments $31,807,944 


Funds invested in government bonds, term 
deposits, debentures, guaranteed investment 
certificates and municipal debentures are in 
accordance with the investment provisions of the 
legislation and the federal income tax sections 
relating to deposit insurance corporations. 
Investment transactions are settled through a 
Canadian chartered bank and all certificates are 
maintained in the bank's depository facilities. 


Deferred income tax $133,400 


This amount represents the income tax that has 
been deferred due to the Corporation claiming th 
maximum reserves allowable on all investments 
that mature in more than 1 year from December 
31. The income tax deferred arose in the 
Corporation's 3 years of operation as follows: 


1977 $ 16,400 
1978 63,000 
UES Eee 

$133,400 


| 
Share and Deposit Insurance Funds $39,643, 2: 
These fund balances represent 1% of the share, 
and deposit balances in all Ontario credit unions 
and caisses populaires at December 31, 1978. | 
addition, it is expected that more than $4 millior 
will be received in assessment updates in early 
1980, representing over $400 million growth in 
shares and deposits in Ontario credit unions an 
caisses populaires for the 1979 calendar year. 
Accumulated net earnings $1,239,645 
This amount represents approximately 3 per ce 
of the Combined Funds. 
Income Taxes $421,818 
The Corporation is subject to federal and provi) 
income taxes at rates that are applicable to dey 
insurance corporations. In 1979, the rates in ef 


were: federal 15 per cent and provincial 14 per | 
cent. 








Assistance to member institutions $462,492 
Financial assistance rendered to credit unions 
dissolution, or in difficulty, is not eligible as an 
income tax deduction either under federal or 
provincial income tax legislation even though 
section 101 of The Credit Unions and Caisses 
Populaires Act, 1976, includes such assistanct 
an object of the Corporation. 


Direction and technical assistance $50,477 
In 1979 all assistance provided related to men 


if Fund A. In early 1980 this had been expanded 
9 include members of Fund B and Fund C 
'xperiencing financial difficulties. 


itatistics gathering program $100,505 

“his expense includes programming expenses 
qcurred in 1979 and also takes into account 
statistics Canada financial assistance provided. 
980 expense is budgeted at a substantially lower 
evel. 


i : - 
‘xaminations 





)f the examinations undertaken under section 114 
f The Credit Unions and Caisses Populaires Act, 
976, there have been a recurring number of 
bservations for improved operations of credit 
inions and caisses populaires: 


) better understanding of the need for 

_ statutory-type reserves and retained earnings 
as equity capital: 

) closer observance of both the by-laws and 
legislative requirements by management and 
board of directors; 

) better determination of adequate allowances 
for doubtful loans in view of prevailing easy 
credit and the rising rate of personal 
bankruptcies: 

.) improved management knowledge of the cost 

| of services provided to members and the cost 
of branch operations: 

) continued training of management and staff to 
cope with the additional responsibilities of 
growth and added services. 


vith respect to credit unions and caisses 
opulaires that require auditors under the 
»gislation the Corporation, for the purposes of 
ection 114, anticipates working more closely with 
le auditors and their respective clients, prior to 
2quests for examinations, in 1980. 


statistics Gathering 













1 early 1979 the Ministry of Treasury and 
conomics discontinued the Quarterly Survey of 
yredit Unions due to budget cutbacks. 
tecognizing the continuing need for these overall 
tatistics and data on the Ontario credit union 
1Oovement the Corporation has undertaken the 
2sponsibility for gathering the quarterly statistical 
iformation required. Both Statistics Canada and 
Ye Ministry of Consumer and Commercial 
telations have recognized the need for one body 
9 gather this information because of the role that 
de Ontario credit union movement has in the 
rOvincial structure of financial institutions and the 
‘ignificant impact that Ontario has in the Canadian 
redit union movement. 


The Corporation acknowledges the considerable 
spirit of co-operation from many of its members 
that provided their own statistics on a quite timely 
basis considering that credit unions and caisses 
populaires, during the year, were faced with higher 
costs and narrower margins. 


We are pleased with the response of many credit 
unions and caisses populaires with respect to the 
output they have received on their own operation. 
A brief Users Manual is being prepared with the 
assistance of the Credit Union Central of Ontario's 
Development Division. 


It is anticipated that the remaining credit unions 
and caisses populaires will provide the information 
under the conditions outlined in the Corporation's 
Policy of Deposit Insurance issued to each of its 
members. 


1980 Priorities 


In reviewing the priorities outlined in last year’s 

Annual Report, it should be noted: 

1) the income tax problem will be somewhat 
alleviated in 1980 because of the substantial 
level of direct financial assistance planned: 

2) the Corporation's informal involvement with 
the Ministry in the chartering process 
ultimately will result in new members having a 
better opportunity to succeed: 

3) the timely completion in 1980 of the study to 
determine the adequacy of OSDIC’s Share 
and Deposit Insurance Funds will require the 
continued co-operation of its members in 
providing both 1979 Assessment Updates and 
the Quarterly Statistical Report. 

4) The concentrated development activities in 
1979 with respect to the Statistics Gathering 
process will even out in 1980. The reporting 
responsibility to Statistics Canada will be met 
with consistency. 

5) the small credit union program, delayed in 
1979 due to the difficulties encountered in the 
statistical gathering program, Is well underway 
in 1980 with one consultant assigned to small 
credit unions exclusively; 

6) proposed legislation changes have recently 
been distributed to representatives of the 
credit union movement for comments prior to 
OSDIC’s requests to the Ministry of Consumer 
and Commercial Relations for amendments to 
the existing legislation; 

7) additional meetings are to be held in early 
1980 with representatives of the movement 
and the Director of Credit Unions with respect 
to standards of sound business and financial 
practices; 


8) aresearch study of the credit union movement 
has been initiated by the Canadian Institute of 
Chartered Accountants with input requested 
from credit unions, caisses populaires, various 
government levels, auditors and deposit 
insurance corporations: 

9) a broader understanding of the legislation will 
be a continuing priority in light of proposed 
amendments to the legislation in 1980. 

10) that the Corporation's policy on financial 
assistance will be outlined to its members. 


In addition to the above, many of which are 
ongoing items, the Corporation in 1980 plans to: 


1) provide brief quarterly reports of its activities to 
its members: 

2) assist the credit union movement in reducing 
the level of governmental reporting; 

3) update the pamphlet outlining OSDIC’s 
deposit insurance coverage; 












OSDIC Advertising 


In order to increase the awareness of 
OSDIC to the general public and 
members of credit unions and caisses 
populaires throughout Ontario, the 
Corporation has advertised in this 
manner during 1979. 


assist in increasing the awareness of the 
public about the deposit insurance coverage 
available to members of Ontario's credit 
unions and caisses populaires; 

review its Annual Budget Plan on a quarterly 
basis to better reflect the rapidly changing 
conditions and their impact on OSDIC’s 
operations: 

accelerate its technical and financial 
assistance to a broader range of credit unior 
and caisses populaires. 


On behalf of the management, 


Keith A. Mills, C.A., M.B.A. 
General Manager 


We stand behind Ontario’s 
credit unions and caisses! 


Ontario | | La Société 
Share & Deposit GS} ‘ ] ontarienne d’Assurance 


Insurance Corporation 





The Ontario Share and Deposit Insurance Corporation — a 
creation of the Ontario Legislature —stands behind all On- 
tario credit unions and caisses populaires. 

It backs them with reserves of more than $45,000,000. 

They are safe with OSDIC. 

You are safe with them 


OSDIC — the symbol of security. 


des Actions & Dépdts 












Balance Sheet 


December 31, 1979 





1979 1978 
Combined Combined 
Assets Fund A Fund B Fund C Funds Funds 


Cash and demand deposits $6,013,155 












> 673,572 $ 699,321 $ 7,386,048 $ 1,469,017 

















































































































Boone eevee 560.747 . 624.341 os 1,185,088 2,516,049 
Accrued interest _ : i : 869,770 84,087 i 25,007 a 978,864 870,681 
Investments ; 26,686,621 3,340,751 ~—*'1,780,572 + ~—«-31,807,944 28,673,814 
Property held fortesale. ie ; : - 397,342 7 2 ~~ 397 342 eee 
Fixedassets tt” ideo eee, 108,296 
aa $34,744,032 $4,722,751 $2,504,900 $41,971,683 $34,045,213 
Liabilities 7 - ; | a 7 ; } ; ‘ae 
Payables and accruals —«§ 446,718 = $92,901 +S 325,799 $865,418 §$ 489,103 
incometax payable : 63,400 46,000 +10,600 90,000 284,000 
memeyed Peonen. Pe . . _ 96,200 : 18,400 7 18,800 133,400 79,400 
> aie : $ 606318  $ 127301 $ 355,199 $ 1,088,818 $ 852,503 
Fund Balances ; 
Share and Deposit Insurance Funds $33,364,697 $4,335,015 $1 943,508 $39,643,220 $32,538,613 
Accumulated net earnings > a 773,017 260,435 206,193 1,239,645 654,097 
— on $34,137,714 $4,595,450 $2,149,701 $40,882,865 $33,192,710 
; ‘ $34,744,032 | 





$4,722,751 $2,504,900 $41,971,683 $34,045,213 












See notes to financial statements. 


Approved on behalf of the Board 


Auditors’ Report 


To the Board of Directors of 
Ontario Share and Deposit Insurance Corporation: 


We have examined the balance sheet of Ontario Share and 


Deposit Insurance Corporation as at December 31, 1979 and 
the statements of net income and accumulated net earnings 
and financial activities for the year then ended. Our 
examination was made in accordance with generally accepted 
auditing standards and accordingly included such tests and 
other procedures as we considered necessary in the 
circumstances. 
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In our opinion these financial statements present fairly the 
financial position of the corporation as at December 31, 1979 
and the results of its operations and its financial activities for 
the year then ended in accordance with the accounting 
principles set out in Note 2 to the financial statements applied 
on a basis consistent with that of the preceding year. 


Mpa Ste 


Toronto, Canada 


February 6, 1980 Chartered Accountants. 


Statement of Net Income and Accumulated Net Earnings 


Year Ended December 31, 1979 





Income 


1979 1978 
Combined Combined 
Fund A Fund B Fund C Funds Funds 





Interest on loans 


$ 57,648 


$ 15,796 


$ 73,444 


$ 174,284 





Return on investments 


2) fo let Ot 


364,371 


3,345,577 





Other 


73,556 


6,575 


80,131 





$2,862,985 


$386,742 


$249,425 


$3,499,152 


$2,687,399 





Expense 





Examination fees 


$ 765,599 


$ 8,184 


$ 14,080 


$ 787,863 


$ 737,525 





General and administrative 


614,324 


716982 


38,188 


724,494 


408,707 





Salaries and benefits 


"449,508 


43,279 


23,950 


516,737 


281,478 





$1,829,431 


$123,445 


$ 76,218 


$2,029,094 


$1,427,713 





Net income before income taxes 


$1,033,554 


$263,297 


$173,207 


$1,470,058 


$1,259,686 





Income taxes 





Current 


$ 258,645 


$ 65,527 


$ 43,646 


$ 367,818 


$ 284,000 





Deferred 


37,000 


10,800 


6,200 


54,000 


63,000 





$ 295,645 


$ 76,327 


$ 49,846 


$ 421,818 


$ 347,000 





Net income for the year 


% 737,909 


$186,970 


$123,361 


$1,048,240 


$ 912,686 





Assistance to member institutions 


462,692 


462,692 


307,356 





> 275,217 


$186,970 


$123,361 


$ 585,548 


$ 605,330 





Accumulated net earnings, 
beginning of year 


406,530 


NEA SIS S) 


174,568 


654,097 


48,767 





Transfers arising from changes 
in fund affiliation 


91,270 


466 


(91,736) 





Accumulated net earnings, 
end of year 


2 773,017 


$260,435 


$206,193 


$1,239,645 


$ 654,097 





See notes to financial statements. 
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Statement of Financial Activities 


Year Ended December 31, 1979 


1979 1978 
Combined Combined 
Fund A Fund B Fund C Funds Funds 


Financial resources provided 


Net income for the year 737,909 186,970 > 123,361 $ 1,048,240 $ 912,686 








Expenses not requiring cash outlays 





Amortization — bond premium (discount) 25,674 24,567 36,130 





Amortization and depreciation 46,640 46,640 21,564 








Deferred income taxes 37,000 10,800 6,200 54,000 63,000 
847 223 195,613 $ 130,611 SS 1 VV. eMaly $ 1,033,380 





Decrease in loans receivable 974,107 356,854 — 1,330,961 = 





Increase (decrease) in payables and accruals 118,303 (29,476) 287,488 SW Ask MS 254,511 





Increase (decrease) in Share and 
Deposit Insurance Funds 8,178,393 680,001 G7 5S8o7) 7,104,607 7,740,933 





Proceeds from sale of investments 20,423,119 987,769 3,422,047 24,832,935 3,355,789 





$30,541,145 $2,190,761 $2,086,359 $34,818,265 $12,384,613 











$24,685,332 DIST, 3r $1,428,563 $27,991,632 $25,506,414 





Purchase of fixed assets 144,727 — 144,727 105,431 


Decrease (increase) in income taxes payable 





147,100 43,000 194,000 (284,000) 





Increase in loans receivable — — — 360,096 


Increase (decrease) in accrued interest 185,587 (90,176) 





108,183 548,287 








Assistance to member institutions 462,692 7 | _— 462,692 307,356 





$25,625,438 $1,894,409 $1,381,387 $28,901,234 $26,543,584 


Increase (decrease) in cash 





> 4,915,707 > 296,352 $ 704,972 > 5,917,031 ($14,158,971) 








Cash and deposits, beginning of year : 1,006,178 376,754 








86,085 





1,469,017 15,627,988 





Transfers arising from changes 
in fund affiliation 91,270 466 (91,736) — ~~ 











Cash and deposits, end of year $:26,0132155 > Ofoor2 $ 699,321 $ 7,386,048 $ 1,469,017 





See notes to financial statements. 
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scember 31, 1979 


Objectives of the Corporation 


e Ontario Share and Deposit Insurance Corporation was 
tablished as a corporation without share capital on March 24, 
77 under the provisions of The Credit Unions and Caisses 
pulaires Act, 1976, Chapter 62, Statutes of Ontario (The 

t). 


e Corporation's principal objectives are to provide financial 
sistance to Ontario credit unions and caisses populaires in 
»Ir continued operations, or in the orderly liquidation of their 
erations, and to provide insurance on shares and deposits of 
»mbers of credit unions and caisses populaires. 

sessments are made against member institutions based on 
ares and deposits held by them. These assessments are 
untained in separate funds according to membership in each 
igue or federation incorporated in Ontario, and a separate 

id is maintained for unaffiliated credit unions and caisses 
pulaires. 


ir the purpose of these financial statements the separate 
ids are identified in the following manner: 


‘edit Union Central of Ontario affiliates — FundA 
Federation des Caisses populaires de 

intario Limitée affiliates — FundB 
laffiliated credit unions and caisses 

/pulaires — Fund C 


Significant Accounting Policies 


e following summary of significant accounting policies is 
2sented to assist in the interpretation of these financial 
itements. 


nd Balances 


sessments are credited directly to the appropriate Share and 
posit Insurance Fund in accordance with Section 111 of The 
t. Assistance to member institutions is not included in the 

termination of net income for the year. Instead it is deducted 
im net income in the calculation of accumulated net earnings. 


ans Receivable 


erest on loans acquired from credit unions and caisses 
pulaires is recorded when received; no accrual has been 
ade for interest earned but not received on these loans to 
xcember 31, 1979. 





lotes to Financial Statements 


Investments 


The Corporation regards its investments in debt securities as 
part of its investment policy. Accordingly, management invests 
primarily in bonds, debentures and guaranteed investment 
certificates which are held to maturity, amortizes bond 
premiums and discounts pro rata to maturity and accrues 
interest earned. Only realized gains or losses in the portfolio 
are recognized in the income statement. However, in the event 
of permanent impairment in value, the securities would be 
written down to market or sold and in either circumstance the 
loss would be recognized in the statement of income. 


Property Held for Resale 


Property acquired from member institutions and held for resale 
is stated at acquisition cost. Depreciation is provided on the 
diminishing balance method at a rate of 5% for the building and 
paving. 


Fixed Assets, Depreciation and Amortization 


Fixed assets are stated at acquisition cost. Depreciation is 
provided on the diminishing balance method at the rate of 20% 
for furniture and equipment. Leasehold improvements are 
amortized on a Straight line basis over the term of the lease. 
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3. Supplementary Financial Information 1979 1978 
Fund A Fund B Total Total 













Loans Receivable 
Loans acquired from member institutions 








Mortgages $118,322 $ — WG, SZ $ 156,682 
Personal 626,551 i. 64,749 691 ,300 904,037 
$744,873 $ 64,749 $§ 809,622 $1,060,719 

Allowance for doubtful loans 250,496 24,948 USE ee 402,831 
$494,377 $ 39,801 Mh ev4L | 7s! $ 657,888 

Loans to member institutions 66,370 — 66,370 1,000,000 
Loans acquired from centrals — 584,540 584,540 _ 858,161 


$560,747 $624,341 $1,185,088 $2,516,049 





Investments 1979 1978 






Bonds and debentures at amortized cost 












































Canada § 7,901,033 Sillomolle We Is $ 9,252,676 $ 5,767,969 
Provincials 8,080,328 1,321,914 1,596,447 10,998,689 7,446,215 
Municipals = 851,319 — 851,319 1,139,610 
Variable callable deposits 6,995,260 — — 6,995,260 6,995,020 
Other debentures 1,010,000 — — 1,010,000 525,000 
Guaranteed investment certificates _ 2,700,000 cs ose _ 2,700,000 6,800,000 
$26,686,621 $3,340,751 $1,780,572 $31,807,944 $28,673,814 
Market values $28,708,827 $28,011,714 
Property Held for Resale — Fund A 1979 1978 
Accumulated Net book Net book 
Cost depreciation value value 
Land $205,139 — $205,139 $205,139 
Building 205,339 19,924 185,415 195,072 
Paving -. 7,922 " 134 a 6,788 7145 
$418,000 $20,658 $397 ,342 $407,356 
Fixed Assets — Fund A 1979 1978 
Accumulated 
depreciation 
and Net book Net book 
Cost amortization value value 
Furniture and equipment $192,437 $30,185 $162,252 $ 67,172 
Leasehold improvements _ 66,904 12,759 54.145 41,124 
$259,341 $42,944 $216,397 $108,296 
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Note 3 (continued) 
Payables and accruals 


' Included in accounts payable of Fund C is an amount of 
$313,000 owing on certain investments purchased in 

_ December. These investments are normally paid for at time of 
purchase but in this case the securities in question were not 
delivered until the second week of January and settlement was 
therefore delayed. 


Share and Deposit Insurance Funds 











- Bonds and debentures 


Canada $ 653,629 $114,110 $ 50,924 $ 818,663 $ 
Provincials 625,956 59,976 123,836 809,768 

Municipals — 97 668 — 97,668 

| Variable callable deposits TOACo iy, — — TOLSUS 

| Other debentures 64,223 a a= 64,223 

| Guaranteed investment certificates 214,483 18,495 52,924 285,902 

_ Interest on cash and callable deposits 386,878 695235 60,681 516,794 

~ Amortization of bond (premiums) discounts (25,674) BMWS (1,050) (24,567) 

| Net gain on disposal of investments 110,369 2,/30 (37,890) 75,209 

| $2 ol re $364,371 $249,425 93,345,577, $2, 





4. Contingent liability 


The Corporation has guaranteed the lines of credit of two credit 
unions in Fund A up to $350,000. At December 31, 1979 the 
balance outstanding was $13,141. 


5. Commitment 


The Corporation has made a commitment to lend $5,000,000 
without interest to a newly amalgamated credit union in Fund 
A. The loan is repayable in the following manner: $1,500,000 
on December 31, 1981, $2,500,000 on December 31, 1983 
and $1,000,000 on December 31, 1984. The credit union will 
be required to deposit a like amount with the Credit Union 
Central of Ontario and the Corporation's loan is to be secured 
by an assignment of the deposit. 






















6. Comparative figures 


Certain figures in the comparative statement of financial 
activities have been reclassified to conform to the current 
year s presentation or because they were immaterial to an 
understanding of the current year’s financial statement. 


521,784 
COTES) S: 
108,144 
41,098 

45,802 

543,144 
852,367 
(36,130) 
8,643 


422,005 









1979 1978 
ee ee 
Fund A Fund B Fund C Total Total 
Balance, beginning of year $25,186,304 $3,655,014 $3,697,295 $32,538,613 $25 157,474 
_ Assessments received in the year 5,542,744 665,539 911,363 7,119,646 7,381,139 
Transfers arising from changes 
in fund affiliation 2,650,688 14,462 (2,665, 150) = — 
Assessments returned to 
dissolving member institutions __ (15,039) = — (15,039) — 
$33,364,697 $4,335,015 $1,943,508 $39,643,220 $32,538,613 
Return on Investments 1979 1978 
Combined Combined 
Fund A Fund B Fund C Funds Funds 















ia) 


General and Administrative Expenses 


Year Ended December 31, 1979 




















1979 19] 
Combined Combine 
Fund A Fund B Fund C Funds Fund 
Advertising and promotion ) 28,095 90,741 $ 1,709 $ 34,005 $ 42,14 
Annual report Syl 7 Zoo 1,061 15,964 912 
Audit 159/52 2,100 1,234 19,086 12,74 
Collection 31,988 4.412 = 36,400 56,92 
Consulting Sec 10 5,029 2,480 45,719 25,01 
Depreciation and amortization 40,264 4,029 2,347 46,640 19,91 
Direction and technical assistance 50,477 = == 50,477 = 
Directors — remuneration 30,434 4,044 2,288 36,766 28,40} 
— expenses 11,668 1,561 960 14,189 15,781 
Insurance A267 2,699 391 14,357 20532) 
Legal 27,466 3,668 2,210 33,344 29,82) 
Miscellaneous 26,415 4.607 2975 33,997 40,84! 
Occupancy 73,662 9,964 5,434 89,060 41,94 
Printing, mailing and supplies 36,917 4,899 2018 44,534 20,83" 
Statistics gathering program 81,668 11,056 Pe xou| 100,505 = 
Taxes 125511 W222 558 14,331 5( 
Telephone 25,005 3,310 1,780 30,095 15,038 
Travel 58,878 3,885 2,262 65,025 29,79 
$614,324 $71,982 $38,188 $724,494 $408,707 
Note: 


Expenses not directly charged to a particular fund are allocated on the basis of assessments held in each fund. The distribution of 
allocable expenses during the year as follows: 





Fund A 78% 84% 
Fund B January 1 to April 17, 1979 11% April 17 to December 31, 1979 Tales 
Fund C 11% oy 

100% 100% 
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Direction et surveillance interne 
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Objects and By-laws 
of the Corporation 


Objects 


On March 24, 1977, the Ontario Share and Deposit Insurance Corporation 
(OSDIC) was established under The Credit Unions and Caisses Populaires 
Act, 1976, Chapter 62, Statutes of Ontario. 


The objects of the Corporation are: 


a) to accumulate, manage, invest, disburse and pay out a separate fund 
for each league and a further fund for all independent members, such 
funds to be accounted for separately and each fund receiving the 
revenues or assets and bearing all direct charges and an appropriate 
portion of such other charges as may be applicable to it; 


b) to provide, in its discretion, financial assistance, having regard to the 
liabilities and assets of each fund, for the purpose of assisting any 
credit union in the appropriate category in its continued operation or in 
the orderly liquidation of its operations; and 


c) to provide, for the benefit of persons having shares or deposits with 
credit unions in Ontario, deposit insurance against loss of part or all of 
such shares or deposits, by making payments to such persons to the 
extent and in the manner authorized by The Credit Unions and 
Caisses Populaires Act, 1976. 


By-laws at December 31, 1980 

BY-LAW NO.1 

relating generally to the conduct of affairs of the Corporation 

BY-LAW NO.2 

with respect to the borrowing of money by the Corporation 

BY-LAW NO. 3 

with respect to the operation of a deposit insurance program for persons 
who are members of credit unions and caisses populaires 


BY-LAW NO. 4 
with respect to the indemnification of directors and officers of the 
Corporation 


The above By-Laws of the Corporation were approved by the Lieutenant 
Governor in Council on November 23, 1977. 


By-Laws No. 5 and No. 6 with respect to a reserve for financial stability and 
an allowance for doubtful loans were approved by the Lieutenant Governor 
in Council on May 14, 1981 to come into effect on July 1, 1981. 





Board of Directors 





The board of directors of the Corporation reviewed its activities for 1980 with Murray 
A. Thompson, Q.C., Superintendent of Insurance for the Province of Ontario, Ministry 
of Consumer and Commercial Relations. 

(left to right): Roger Frenette; André Martin; Robert Perras, Q.C.; Jean-Baptiste Alie, 
Vice-Chairman; John Mackintosh, Chairman; Murray Thompson, Q.C., 


Superintendent of Insurance; Herbert Balls; G. Allen Charbonneau; Alex Gracie; 
Helen Anderson. 
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Report of the Board of Directors 


1980 was a year of modest growth in Ontario credit 
unions and caisses populaires in comparison with 
prior years. This was largely due to continuing 
unsettled economic conditions in Canada and the 
United States, and particularly in Ontario. 


With these unsettled economic and political 
conditions throughout North America, interest rates 
in 1980 on occasion exceeded even those of 1979. 
Prime lending rates fluctuated widely in both the 
United States and Canada, ending the year at 
record highs of 18.25% in Canada and 21.50% in 
the U.S. 


While federal elections in both countries introduced 
changes in administrations, it appears unlikely that 
the central banks of either country will change their 
objectives with regard to the restraint in growth of 
the money supply, and will continue to use interest 
rates as a major instrument in their efforts to 
achieve these objectives. This will result in a 
continuance of high and volatile interest rates. 
Under these conditions there will probably continue 
to be a disappointingly sluggish expansion in 
consumer spending. Canadian forecasts for 1981 
suggest a very low growth rate in the real GNP, 
and the continuing dialogue between the federal 
and provincial governments over matters such as 
the constitution and the national energy policy will 
have an effect on economic growth and 
expectations. 


The economic uncertainties of the last two years 
coupled with high inflation and recession have 
initiated or accelerated changes in the financial 
structure of the movement as a whole. While the 
movement has increased its assets by 6.6% in 
1980 to exceed $5 billion for the first time, reduced 
consumer spending has led to reductions in the 
growth rate of the loan portfolio, most particularly in 
personal loans. There has also been a significant 
increase in the allowance for doubtful loans. 
Money that otherwise would have been placed in 
loans, is currently held in cash or investments. 


Given the high and volatile interest rates, it is not 
surprising that credit unions and caisses populaires 
have reduced their borrowing by 32%. Share 
capital accounts with their discretionary return in 
dividends have decreased significantly in favour of 
deposits which attract higher returns resulting in a 
rapid shift in the source of our member funds. This 
change in capital structure has led to a substantial 
increase in the cost of funds. In addition, increased 
interest rates coupled with mismatched maturities 
have continued to exert a squeeze on gross 
margins. In these conditions boards of directors, 
committees and managers of all credit unions and 
Caisses populaires will no doubt continue to 
develop realistic annual budgets and to review 


expenses and staff allocations. Many of these 
dedicated officers have implemented proper 
planning procedures, and over the last year the 
maturity match of assets and liabilities has shown 
an encouraging trend. However, much remains to 
be done. 


It should be noted however, that not all credit 
unions and caisses populaires have been affectec 
by the current economic conditions in the same 
way. In 1980, smaller, share based credit unions 
have experienced an overall decrease in their tote 
shares and deposits. Although they have generall 
retained reserves, their ability to provide services 
to their members and to pay competitive dividend: 
has not improved. Credit unions and caisses 
populaires with over $1 million in shares and 
deposits have experienced growth rates for the 
most part in the range of 7 to 8 percent, but in the 
process of endeavoring to remain rate sensitive ir 
a period of declining margins, have experienced é 
reduction in their retained earnings and net 
income. 


Over the last ten years, the number of credit 
unions and caisses populaires in Ontario declinec 
by 414 through purchases, amalgamations and 
dissolutions, while member shares and deposits — 
grew by more than $4 billion. This trend has 
continued and increased through 1980. Many 
boards of directors and management of credit 
unions and caisses populaires, well aware of the | 
increasing costs of operations, have been seeking 
out the various ways of decreasing expenses, 
improving income, and providing broader services 
to their membership. 


Purchases, Amalgamations and 
Dissolutions in 1980 











Non- 
OSDIC OSDIC** Total 
Credit Unions and 
Caisses Populaires, | 
December 31, 1979 1,17 
Changes in 1980 
Purchases and Sales 15 27 42 
Amalgamations 35 3 6* 
Dissolutions 4 5 9 
22 35 57 (1 
New Credit Unions Al 
Credit Unions and 
Caisses Populaires, 
December 31, 1980 1,04 


*one amalgamation involved three credit unions. 
“represents units in which no financial assistance is involved. 


| 

| 
There is a trend towards amalgamations and | 
buy/sell agreements, which will result in fewer | 
credit unions and caisses populaires with larger 
memberships and resources. 












ider the Corporation's policy on financial 
sistance to Ontario’s credit unions and caisses 
pulaires, as approved by the Board of Directors 
1 980, the Corporation provides direct financial 
sistance to credit unions and caisses populaires 
financial difficulty only to ensure orderly 

gers, amalgamations, dissolutions or 

ntinuing operations. Such assistance may take 
» form of loans at reduced rates, grants, loan 
carantees, or acquisition of assets. 


fancial assistance will only be provided to credit 
lions or caisses populaires which are under the 
cection of the Corporation pursuant to Section 
16 of the Act. Under different circumstances, 

er members may obtain assistance in the form 
loan guarantees. 


‘December 31, 1980, there were 30 credit unions 
d caisses populaires under the Corporation's 
ection under Section 116 of the Act. There were 
‘urther 33 credit unions and caisses populaires 
th financial problems which were being 

ronitored by the Corporation. No special 
casi-judicial hearings have been held in 1979 and 
480 under Section 116 of The Credit Unions and 
(aisses Populaires Act, 1976. Many credit unions 
éd caisses populaires have requested to come 
tder direction. 


He Corporation has been providing both technical 
ad financial assistance where required to these 
credit unions and caisses populaires with total 
ésets of $573 million and accumulated deficits 
‘ounting to $12.7 million. With the difficult 
onomic conditions extending into 1981, and 
pssibly thereafter, the number of credit unions 
ad caisses populaires both under direction and 
bing monitored will very likely increase. 


luring 1980, 13 credit unions and caisses 

ppulaires received $1,251,506 in direct financial 
sistance or grants under the Corporation's 
olicy. In 1979 eleven credit unions received 


162,692. 


| 1980, the Corporation provided $10 million in the 
irm of secured interest-free loans to 3 credit 

hions in Fund “A”, 2 newly amalgamated and 1 
‘going. The repayment schedule requires $1.5 
illion to be repaid by December 31, 1981 with the 

lance in 1982, 1983 and 1984. 


“uring the year, the policy on financial assistance 
as expanded to include specific loans guaranteed 
/ the Corporation to credit unions and caisses 
»pulaires in financial difficulty including those 

ader direction as well as those being merged with 
ronger units. The guarantees extend up to 3 

2ars and stipulate that each loan guaranteed be 
>rviced and reported on monthly. In the latter part 


of the year, the Corporation guaranteed loans 
totalling $4.1 million of which $3.9 million was 
outstanding at December 31. 


The Board of Directors of the Corporation has also 
sought to provide direction to members through the 
work of the Board’s Committee on Sound Business 
and Financial Practices. In 1980 the Committee 
gave priority to the preparation of guidelines for 
sound business and financial practices for credit 
unions and caisses populaires. These guidelines 
were completed in early 1981 and will be made 
available to all Ontario’s credit unions and caisses 
populaires, in French and English. 


As aresult of the work of this committee, and after 
consultation with representatives of the Credit 
Union Central of Ontario, la Fédération des caisses 
populaires de |’Ontario Inc., and the 

unaffiliated credit unions and caisses populaires, 
two new by-laws of the Corporation were approved 
by the Lieutenant Governor in Council on May 14, 
1981 to come into effect on July 1, 1981. The 
effect of these by-laws will be to establish as a 
minimum requirement (i) an allowance for doubtful 
loans, and (ii) a reserve for financial stability. 
These requirements will apply to all credit unions 
and caisses populaires in Ontario. 


On April 29, 1980, Section 102 of The Credit 
Unions and Caisses Populaires Act, 1976 was 
amended to expand the Corporation’s objects. The 
new sub-section empowers the Corporation to act 
as liquidator of the estate and effects of a credit 
union or a caisse populaire for the purpose of 
winding up its affairs and distributing its property. It 
will facilitate the provision of assistance to credit 
unions and caisses populaires wishing to dissolve. 


During the year, a further league, |’Alliance des 
caisses populaires de |’Ontario limitée was 
approved. It comprises 10 caisses populaires in 
the Nipissing-Sudbury regions. Accordingly, the 
audited financial statements of the Corporation, 
disclose |’Alliance as Fund “D”. Under Section 
97 (1) (b) of the Act, l’Alliance is entitled to 
nominate a person to the Corporation’s Board of 
Directors for appointment by the Lieutenant 
Governor in Council. 


As an annual requirement, the Office of the 
Superintendent of Insurance examined the 
Corporation’s accounts and the programs it is 
undertaking in carrying out its prescribed objects 
under Section 101. The Superintendent’s 1980 
report to the Minister of Consumer and 
Commercial Relations noted that the Corporation's 
efforts have been largely focused on taking 
positive action to assist credit unions and caisses 
populaires in difficulty and that the Corporation is 
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as Components of 
Rate of Growth, 
1960-1980 

















Deposit 
Growth 





= Growth 





fulfilling its basic role of protecting the deposits of 
members of credit unions and caisses populaires. 


Mr. Marcel Couture, C.A., appointed by the 
Lieutenant Governor in Council as one of the 
members of the Corporation’s first Board of 
Directors, retired from the board when his first 
three-year term expired on March 23, 1980. In his 
place Mr. André Martin, a nominee of la 
Fédération, was appointed as a Director of the 
Corporation in March 1980. 


1981 will be another difficult year. However, the 


Corporation is pleased to look forward to the yea 
in anticipation of the continuing support and 
co-operation of its member credit unions and 
caisses populaires, the Credit Union Central of 
Ontario, la Fédération des caisses populaires de 
l'Ontario Inc., |’Alliance des caisses populaires di 
l'Ontario limitée, the Director of Credit Unions, th 
Ministry of Consumer and Commercial Relations 
and most particularly our staff and management. 


On behalf of the Board of Directors, 








J. C. Mackintosh, 
Chairman. 
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Management Organization Structure 





Neil A. M. de Valk Keith A. Mills, C.A., M.B.A. Douglas J. Enns, B.A., C. 
Manager of Administration General Manager Manager of Examinatio: 


Ginette Fisher, Executive Secretary 





John Zubick, C.1.M. John Luxton, C.A., C.P.A. Badrudeen (Rudee) Baksh, C.G.A., F.C.C.A. 


























Manager of Assistance Programs Manager of Direction Manager of Examination Review 

and Monitoring Programs and Statistics Gathering | 
Administration Department Examination Department | 
Neil A. M. de Valk, Manager Douglas J. Enns, B.A., C.A., Manager | 
Cathy Milne, Senior Secretary Rita Daley, Senior Secretary | 
Paul Jones, B.A., M.A., Special Projects Co-ordinator Sylvia Pratt, Administrative Assistant | 
— : 
Assistance Programs Accounting Direction and Monitoring Examination Review and 
John Zubick, C.1.M. Donna Tambosso John A. Luxton, C.A., C.P.A. Statistics Gathering : 
Manager Supervisor Manager Badrudeen (Rudee) Baksh, : 
Janice Cervone Peter Fernandes, Ellen Williams ee F.C.C.A. | 
Secretary B.A., Cert. A.I.1.B. Secretary ened 
John Rolph, F.C.U.1. General Accountant Bohdan (Bob) Leshchyshen, yeh. Esler | 
Senior Co-ordinator Debbie Clementson M.B.A., F.1.C.B. Rey 
John TeWalsh Senior Accounting Clerk Senior Consultant Oe ee : 

Co-ordinator Doreen Helwig Barbara M. Dudzinski, B. Comm. Pibge yee 
= Intermediate Accounting Clerk Consultant — Examination Review 
Bu Mark Gould a ee Wels: 

7 Gorncrlant xamination Review Officer 


Dissolutions — Statistics Gathering 


Nienoeec r Michael C. Newsome Ruchena haan 
icholas Corcelli : . : 
Sinenieo Collections and Services Consultant B.Sc. (Econ.), M.B.A. 
Harry Lytwyn Dalton Tracy, F.I.C.B. Statistical Analyst 

Roger Sabourin Manager Consultant 

Co-ordinator Nora Booth 

Pierre Granger Normand Bergevin, Data Control Clerk 

Konrad (Chuck) Schmid Senior Collections Officer B. Comm. (Hons.) 

Co-ordinator 





Ruth Rankin Consultant — Ottawa Office 


Senior Secretary ' Fred M. Knott, B.A. 


Anne Michaud Consultant 
Clerk-Typist Small Credit Unions 


Koomaree (Pam) Emrith 
Receptionist 














zeport of the Management 


rganization 


| 1980, the Corporation completed its third full 
ar of operation. The growth, financial condition 
d operations of the movement have been 
verely affected by the prevailing higher prime 
nding rates, which reduced markedly in 1980 the 
9erating margins for most financial institutions, 
articularly in the first and second quarters. Based 
the current trend, it appears unlikely there will 
any significant downward moves in interest 
tes before the last quarter of 1981. 


nder these conditions, increasing emphasis is 
ing placed on technical and financial assistance 
or credit unions and caisses populaires. We have 
xpanded our management team to include 
ohn Luxton as Manager of Direction and 
fonitoring Programs and John Zubick as Manager 
if Assistance Programs. 
)ur staff increased by 8 persons in 1980, primarily 
) the area of technical and financial assistance 
irograms. Mr. Zubick has three staff working on 
nergers, amalgamations and the monitoring of our 
dan guarantees. Direction and Monitoring 
*rograms have been expanded with the opening of 
in Ottawa office staffed by a bilingual consultant. 





\t December 31, 1980, eight members of our staff 
ire bilingual in French and English. As we continue 
9 emphasize this facility to serve all members of 
)ntario’s credit unions and caisses populaires, we 
axpect the number of bilingual staff members to 
increase to 10 by December 31, 1981. 





The enthusiasm and commitment of all the staff of 
he Corporation have assisted the Corporation 
mmensely in carrying out its ever increasing 
‘esponsibilities to its members. We look forward to 
another productive and effective year in 1981. 


! 


ixaminations and Audits 


n accordance with our obligation under 

Section 114 of The Credit Unions and Caisses 
?opulaires Act, 1976, a total of 554 credit unions 
and caisses populaires were examined on our 
yehalf by the Credit Union Central of Ontario, la 
*édération des caisses populaires de |’Ontario Inc. 
and the Director of Credit Unions. 


For credit unions and caisses populaires with 
auditors, review and acceptance of their auditors’ 
‘eports in fulfillment of Section 114 have resulted in 
substantial cost savings to the Corporation and to 
ts members. As our reliance on Auditor's Reports 
Jas increased so has our liaison with the auditors’ 
of our members. Our list of all auditors of our 
nember credit unions and caisses populaires will 
2e updated annually. 


A revised examination program incorporating a 
new approach has been prepared for credit unions 
not requiring auditors and is expected to produce 
further cost savings for the movement. To avoid 
duplication of efforts, agreement has been reached 
with the Ministry of Consumer and Commercial 
Relations whereby only the Ministry will follow-up 
on contraventions of the Act and the Corporation 
will rely on the results of the Ministry’s follow-up. It 
is anticipated that this will be put into effect in 
1981. 


Statistics Gathering and Subjective Monitoring 


The Statistics Gathering Program has, in the third 
and fourth quarter of 1980, now met its stated 
objective of returning statistical reports to our 
member credit unions and caisses populaires 
within 8 weeks of the end of the quarterly period. 
Review and analysis of the reports by our 
members has been facilitated by the distribution of 
the Statistics Users’ Manual to all credit unions and 
caisses populaires. 


The Corporation is pleased that many managers of 
credit unions and caisses populaires are 
acknowledging the usefulness of the information 
provided in the quarterly statistical reports and are 
submitting their quarterly returns on a timely basis. 
The response rate to the system has increased 
significantly. The co-operation of the members is 
very much appreciated. 


The data files of the Statistics Gathering system 
formed the basis for the Probability of Distress and 
the Adequacy of Fund studies prepared by 
Professor Robert White of the University of 
Western Ontario for the Corporation. These studies 
will enable the Corporation to anticipate future 
requirements for disbursements out of the share 
and deposit insurance funds. A Deterministic 
Simulation Financial Model has been developed by 
our staff to enable us to assess the magnitude of 
the improvement in performance required to turn 
around credit unions and caisses populaires that 
are in financial difficulties. It has also been used to 
identify feasible combination strategies that could 
be explored in detail in situations in which 
consolidation of operations is being evaluated. 


Further use of the data in our system is 
anticipated. It is expected that the Ministry of 
Consumer and Commercial Relations will consider 
favourably the use of the Corporation's Statistical 
Input Document for 1981 in place of the financial 
information included in the existing Annual Return. 
Meetings are being arranged for early 1981 in 
order that this change can be accomplished for the 
year 1981. 


Margin Spread — 


1980 
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(oxel aM (-aiielare|| 
Mortgages 


Savings 
Deposits 





M a 8 Se oN 


Operations 


The following comments provide additional 
clarification on the 1980 audited financial 
statements. 


Cash and demand deposits $2,368,684 


During 1980, the Corporation utilized $10 million of 
deposits to finance interest-assisted loans to 
members. The continuing unsettled investment 
climate, anticipated funding requirements and short 
term high interest rates will dictate a maintenance 
of the current strategy into 1981. 


Loans receivable $11,060,828 


The two major items accounting for the substantial 
increase in 1980 are interest-assisted loans 
amounting to $10,000,000 to certain members in 
financial difficulty and a mortgage loan for 
$400,000 resulting from the sale on December 1, 
1980 of the property that was held for resale. 


Interest-assisted loans have been made to assist 
specific members under the Corporation’s direction 
to earn out accumulated deficits over a short 
period of time. The mortgage loan with a 5-year 
term represents 80 percent of the sale price of the 
property sold. 


Investments $31,721,368 


Funds invested in government bonds, term 
deposits, debentures and municipal debentures 
must meet the investment provisions of both the 
federal legislation relating to deposit insurance 
corporations and provincial legislation. All 
investment transactions are settled through a 
Canadian chartered bank and all certificates are 
maintained in the bank’s depository facilities; the 
Corporation receives a monthly computerized 
analysis of all investments held in safekeeping. 


Deferred income tax $390,000 


This amount represents the income taxes that 
have been deferred due to the Corporation 
Claiming the maximum reserves allowable for tax 
purposes on all investments that mature later than 
December 31, 1981 and the exclusion of accrued 
interest from income for tax purposes. 


Share and Deposit Insurance Funds $44,350,604 


These fund balances at December 31, 1980 
represent one percent of the share and deposit 
balances in all Ontario credit unions and caisses 
populaires at December 31, 1979. In early 1981, it 
is estimated that approximately $3 million will be 
received, representing one percent of a further 
growth in shares and deposits of the Ontario credit 


union movement of $300 million in the 1980 
calendar year. | 


An additional Fund “D” was added in 1980. This | 
fund represents the contributions of the ten 
members of I’Alliance des caisses populaires de 
l'Ontario limitée, established in 1980. The 
individual caisses populaires’ contributions 
represent transfers from Fund ‘“B”’, which were 
made after the necessary approval of the 
Superintendent of Insurance under Section 113 (€ 
of The Credit Unions and Caisses Populaires | 
Act, 1976. 


Accumulated net earnings $1,304,161 


This amount represents approximately three | 
percent of the Combined Funds. The legislation 
requires that a separate account be maintained fc. 
each one of the member funds. The accumulated | 
net earnings along with the annual netincome 
provided by each fund are the sources determinin: 
the level of financial assistance available to each | 
fund’s member institutions. : 


‘ 


In the event that a greater level of financial 
assistance is required than is available from the 
accumulated net earnings and annual net income: 
then the Corporation may rely on Section 111 (4) | 
of the legislation to provide the necessary 
additional assessments that may be required in; 
order that it can carry out its objects under 
Section 101. { 


Income taxes $511,560 


As a deposit insurance corporation, the 
Corporation is subject to the applicable federal ar. 
provincial income taxes for such insurance 
corporations. At December 31, 1980, the rates in: 
effect were: federal — 15.75 percent and province). 
— 14 percent. 


} 


\ 
f 


Assistance to member institutions $1,251,506 


Even though such assistance is an object of the 

Corporation under The Credit Unions and Caisse” 
Populaires Act, 1976, financial assistance 
rendered to credit unions and caisses populaires | 
dissolution or in general difficulty is not eligible as. 
an income tax deduction either under federal or 

provincial income tax legislation. 
Examination Fees $681,724 
The legislation provides that the affairs of each | 
credit union and caisse populaire shall be annuall’ 
examined for the purposes of the Corporation, bu. 
allows the Corporation to accept instead the 
annual examination of the auditor. Because of the’ 
timely information that has been made available _ 


‘rough the Statistical Gathering and Subjective 
lonitoring System and because of the willingness 
(members in admitting to their problems, it has 
ben possible to place greater reliance on the 
dnual audited financial statements. The direct 
isult in 1980 was a substantial reduction in the 
‘tal expense over 1979. 


fact, the Corporation has budgeted for a further 
crease in this expense approximating 25 percent 
nd still expects to comply with Section 114 of the 
gislation. 


advertising and promotion $55,694 


o assist credit unions and caisses populaires, the 
corporation is continuing its selective advertising 
rogram in both English and French. In addition, 

n request, credit unions and caisses populaires 
re provided with bilingual pamphlets for their 
iembers and prospective members. 


ihe Corporation has budgeted for an increase in 
tis expense in 1981 in order to provide even 
reater awareness to the public about the 
‘orporation’s special role with members of all 
)ntario’s credit unions and caisses populaires. 


| 
lirection and Technical Assistance $178,384 


1 1980, direct assistance was provided to 
jembers of Funds “A”, “B” and “C” experiencing 
nancial difficulties. By early 1981, assistance was 
‘eing provided to members of Fund “D” as well. 


‘tatistics Gathering Program $100,645 


“his expense includes the cost of modifications to 
ne program that were effected in 1980. In 1981, 
nis expense is planned to decrease substantially 
)¥ 33 percent as the improvements to the program 
ire essentially completed. 


>ommunications 


“hroughout 1980 we have continued our efforts to 
acrease the awareness of both the general public 
and members of credit unions and caisses 
dopulaires of the extensive deposit insurance 
voverage provided by the Corporation to its 
members. 


‘n addition to maintaining our program of 
advertising on a selected basis in both French and 
English daily and community newspapers 
‘hroughout Ontario, we have specifically provided 
‘inancial writers and consumer advocates with 
Dackground materials and information on our 
deposit insurance coverage. This has resulted in 
several favourable articles. We have maintained 
jood relations with members of the media wishing 
(0 report on specific credit unions or caisses 


populaires by providing them with timely access to 
accurate information on our activities and the 
nature of our insurance coverage. 


A 12” x 30” sign was prepared this year for the 
use of our members in display booths that are part 
of their own promotion efforts. It was first used by 
the Toronto Credit Union Chapters in their booth at 
the Canadian National Exhibition in 1980, along 
with our pamphlets. The sign will complement our 
communications efforts in 1981. 


The Corporation continues to provide pamphlets 
outlining our deposit insurance coverage to all 
members who request them. Anticipating a review 
of share and deposit insurance coverage limits in 
1981, the Corporation plans to update its 
pamphlets at that time. 


Management and staff throughout the year have 
honoured a great number of requests to speak at 
credit union chapter and annual meetings 
regarding the Corporation’s role and services. We 
will continue to fulfill as many requests as possible 
in 1981. 


1981 Priorities 


Looking forward to the varying challenges of 1981, 
the management and staff of the Corporation has 
established the following priorities: 


In response to current economic conditions we 
plan to: 


1. accelerate the technical and financial 
assistance to an increasing number of credit 
unions and caisses populaires; 


2. continue public awareness programs about 
broad share and deposit insurance coverage 
available to individual members of Ontario's 
credit unions and caisses populaires; 


3. accelerate the review of proposed 
amendments to the legislation, particularly 
increases to the deposit insurance coverage; 


In order to facilitate forward planning we will: 


4. expand the use of the quarterly statistical 
gathering and subjective monitoring data to 
assist credit unions and caisses populaires in 
difficulty on a more timely basis; 


5. utilize the statistical gathering data and the 
assessment update information to prepare 
regional analyses of credit union and caisse 
populaire problems for group discussion, 


6. update the Probability of Distress Study using 
1980 data; 


7. anticipate future financial requirements for the 
Corporation in the loan guarantee program 








OSDIC’s 
Statistics Users Manual 
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made available in 1980 to credit unions and And finally in a continuing upgrading of our own: 


caisses populaires in difficulty; operations and cost effectiveness we plan to: 
To assist credit unions and caisses populaires in 13. continue the Value for Money program in the 
upgrading their operations we plan to: Corporation to reduce expenses where 





possible in order that increased technical an 
financial assistance can be made available t 
credit unions and caisses populaires; 


8. ensure the distribution and explanation of the 
Corporation’s Guidelines on Sound Business 
and Financial Practices for Ontario credit 
unions and caisses populaires. Guidelines will 14. review the Corporation’s organization structt’ 
be introduced in both English and French; to ensure that it becomes more responsive t 


9. undertake preparation of a standard policy We Gees OF he Shree 


manual for use by the Boards and 15. introduce a revised examination program for 
Management of the Ontario credit union credit unions not requiring auditors that will 
movement: meet all the needs of the legislation and at tl 


same time will produce further cost savings * 


10. int th ion’ = A 
0. introduce the Corporation’s by-laws for credit the Corporation ‘and the movement 


unions and caisses populaires for both 


(i) allowances for doubtful loans and 16. initiate a further meeting with Federal 

(ii) reserves for financial stability, which were Department of Finance Officials, as we have 
approved by the Lieutenant Governor in on two earlier occasions, to seek ways to 
Council on May 14, 1981 to come into effect alleviate the Corporation’s continuing Incom 
on July 1, 1981; Tax problems. 


To co-ordinate and simplify credit union and 
caisses populaires reporting requirements we 


plan to: On behalf of the management, 


11. encourage integration of the Director’s Annual 
Return 1981 with the Corporation’s Quarterly 
Statistical Return to reduce duplication of 
efforts by all concerned; 


12. effect agreement with the Ministry of 
Consumer and Commercial Relations whereby 
only one body will follow up on contraventions Keith A. Mills, C.A., M.B.A. 
of the Act included in examination reports: General Manager 


Ontario La Société 
Share & Deposit ontarienne d’Assurance 


Insurance Corporation des Actions & Dépdéts 








We stand behind Nous répondons 
Ontario’s credit unions des caisses populaires 
and Caisses populaires! et credit unions ontariennes! 





This sign, measuring 12” x 30”, on 3/8” Plastic was prepared for use by credit unions and caisses populaires in disp: 


booths that are part of their own promotional efforts. It was first used by the Toronto Credit Union Chapters in their bot 
at the Canadian National Exhibition in 1980. 





Financial Statements : 











Balance Sheet 


December 31, 1980 





1980 1979 
Combined Combined 
Assets Fund A Fund B Fund C 


Fund D Funds Funds 


(Note 10) 
102,754 $ 2,368,684 $ 7,519,648 


11,060,828 1,185,088 
1,044,312 978,864 
31,721,368 31,807,944 





Cash and demand deposits $ 795,449 $ 976,724 $ 493,757 
10,751,164 309,664 — — 
921,672 78,939 33,957 10,144 


26,131,988 3,070,031. 2,129,037 390,312 








Loans receivable (Note 3) 








Accrued interest 








Investments (Note 4) 








Property held for resale —- heel oi ae zak 
185,154 2,585 — -— 187,739 216,397 
$38,785,427 $ 4,437,948 $ 2,656,351 503,210 $46,382,931 $42,105,283 








Fixed Assets (Note 5) 














Liabilities 











Payables and Accruals $ 213,825 82,558 32,665 9.118 $ 338,166 $ 865,418 
284,150 49,800 55,700 350 390,000 357,000 


497,975 132,358 88,365 9,468 728,166 1,222,418 








Deferred income tax (Notes 8 and 10) 

















Contingency (Note 9) 








Fund Balances 





Share and deposit insurance funds ra 

(Note 6) $37,369,826 $ 4,265,041 $ 2,249,697 466,040 44,350,604 39,643,220 } | 
917,626 40,544 318,289 27,702 1,304,161 1,239,645 | 

$38,287,452 $ 4,305,585 $ 2,567,986 493,742 $45,654,765 $40,882,865 


$38,785,427 $ 4,437,943 $ 2,656,351 503,210 $46,382,931 $42,105,283 








Accumulated net earnings 














See notes to financial statements. 


Approved on behalf of the Board 


In our opinion, these financial statements present fairly the 
financial position of the corporation as at December 31, 
1980 and the results of its operations and its financial 
activities for the year then ended in accordance with 
accounting practices prescribed in and pursuant to the 
Credit Unions and Caisses Populaires Act, 1976, applied 


Auditors’ Report 


To the Board of Directors of 
Ontario Share and Deposit Insurance Corporation: 


We have examined the balance sheet of Ontario Share 
and Deposit Insurance Corporation as at December 31, 
1980 and the statements of net income and accumulated 
net earnings and of financial activities for the year then 
ended. Our examination was made in accordance with 
generally accepted auditing standards and accordingly 
included such tests and other procedures as we 
considered necessary in the circumstances. 


on a basis consistent with that of the preceding year, after 
the restatement of deferred income taxes referred to in 
Note 10. 


IQ Q \ p . 
Y- 
Toronto, Canada 


February 6, 1981 Auditors 








-Year Ended December 31, 1980 


Income 





Interest on loans 





statement of Net Income and Accumulated Net Earnings 





1980 1979 
Combined Combined 
Fund A Fund B Fund C Fund D Funds Funds 


(Note 10) 
























Return on investments (Note 7) 





- Other 











Expenses 
















$ 69,799 26,368 a — $ 96,167. $ 73,444 
3,373,382 457,366 261,326 31,202 4,123,276 3,345,577 
51,978 1,896 Sag ioe 53,874 80,131 


$ 3,495,159 





485,630 


























261,326 


31,202 








$ 4,273,317 








$ 3,499,152 



































































































| Accumulated net earnings, 
| beginning of year 





Transfers arising from changes 
in fund affiliation. 








-| Accumulated net earnings, 
end of year (Note 2) 





See notes to financial statements. 























| Examination fees $ 576,063 87,142 13,519 5,000 -$ 681,724. $ . 787,863 
General and administrative — . 
see Schedule 819,302 124,366 41,695 4,854 990,217 724,494 
Salaries and benefits 713,400 91,153 50,335 3,070 857,958 516,737 
$ 2,108,765 302,661 105,549 12,924 $ 2,529,899 $ 2,029,094 
- Income from Operations $ 1,386,394 $ 182,969 a haiawe Mar 18,278 $ 1,743,418 $ 1,470,058 
| Gain on Sale of Property 84,164 - — _ 84,164 - 
‘| Income before income taxes $ 1,470,558 182,969 155,777 18,278 $ 1,827,582. $ 1,470,058 
| Income taxes (Notes 8 and 10) 
j Current . $ 385,505 47,424 40,881 4.750..$..478,560- $°~ 339,818 
| | Deferred 26,550 3,300 2,800 350 33,000 82,000 
3 $ 412,055 50,724 43,681 5,100. $ »511,560 -$° 421,818 
_ | Net income $ 1,058,503 132,245 112,096 13,178 $ 1,316,022 $ 1,048,240 
_ | Assistance to member institutions (Net) 913,894 337,612 — “$4,251,506 $ 462,692 
$ 144,609 (205,367) 112,096 13,178 <$ 64,516 $ 585,548 





773,017 


$ 917,626 





260,435 


206,193 


1,239,645 


654,097 





(14,524) 





40,544 


318,289 


$ 1,304,161 


$ 1,239,645 
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Statement of Financial Activities 


Year Ended December 31, 1980 





1980 1979 
Combined Combined — 
Funds Funds. > 


(Note 10) 


Financial resources provided | | a4 
Net income ; aes $ 1,316,022 $ 1.048.240 | 











Expenses not requiring cash outlays 








Amortization — bond premiums (discounts) (6,316) 24,567. a 








Depreciation and amortization - : ce 55,298 46,640 : 
Deferred income taxes 7 . : . | ae 33,000 82,000 | . 

















Adjustment of provision for deferred : as c . 
income taxes (Note 10) : : : — 195,600: |; 


$ 1,398,004 $ 1.397.047 |” 














Increase in share and deposit insurance funds | : 4,707,384 7,104,607 3, 
Proceeds on sale of investments - : 4,018,056 24;832,935 - 3 
Sale of property ; aes 388,905 ei | 
| $10,512,349 $33,934,589 | 






































Financial resources applied : 
Increase (decrease) in loans receivable : $ 9,875,740 $(1,330,961) ; | 














=e 


Purchase of investments | | | 3,925,164 27,991,632 | | 














Purchase of fixed assets" a ) 18,203 .. 144,727 








Decrease (increase) in payables and accruals ae Deh 204 (376,315) Ha 








Decrease in income taxes payable Sipe | ae 284,000 S- 











Increase in accrued interest : - 65,448 — 108,183 "|; | 





Assistance to member institutions (net) < 1,251,506 462,692. : | 
: aoe $15,663,313 $27,283,958 |_| 
(Decrease) increase in cash and deposits | s - $ (5,150,964) $ 6,050,631 | 

















Cash and deposits, beginning of year 7,519,648 1,469,017 ie 
Cash and deposits, end of year $ 2.368.684 $ 7.519.648 ES 

















See notes to financial statements. 








} 


de l'Ontario limitee 





Notes to the Financial Statements 


oe 31, 1980 


1. Objectives of the Corporation 


~ The Ontario Share and Deposit Insurance Corporation was 

~ established as a corporation without share capital on March 24, 
1977 under the provisions of The Credit Unions and Caisses 

2 Populaires Act, 1976, Chapter 62, Statutes of Ontario (the Act). 


The corporation’s principal objectives are to provide financial 


- assistance to Ontario credit unions and caisses populaires in 
_ their continued operations or in the orderly liquidation of their 
~ operations, and to provide insurance on shares and deposits 
~ of members of credit unions and caisses populaires. 

Assessments are made against member institutions based on 


' shares and deposits held by them. These assessments are 
leeraintained in separate funds according to membership in 


> each league, federation or alliance incorporated in Ontario, 


| and a separate fund is maintained for unaffiliated credit 
_unions and caisses populaires. 


For the purpose of these financial statements, the separate 
funds are identified in the following manner: 


Credit Union Central of Ontario affiliates —FundA 
La Fédération des caisses populaires de 
_VOntario limitee affiliates | — Fund B 
Unaffiliated credit unions and caisses 
le ‘populaires — Fund C 
‘L’Alliance des caisses populaires 
— Fund D 


2. Significant Accounting Policies 


The financial statements have been prepared in accordance 
with accounting practices prescribed in The Credit Unions and 
-Caisses Populaires Act, 1976 (the Act), including the following: 


Fund balances 

' Each year, in accordance with Section 111 of the Act, the 
corporation assesses or refunds to members an amount equal 
“to 1% of the increase or decrease in their total share capital 

| and deposits. These amounts are credited or charged directly 


to the appropriate Share and Deposit Insurance Fund. 
_ Accumulated net earnings 


“In accordance with Section 113 of the Act, the corporation 
-maintains for each Share and Deposit Insurance Fund an 
/- account known as Accumulated Net Earnings. These 
“accounts are credited: with each fund’s share of net income 
‘for the year and charged with the cost of assistance to 
-member institutions. 


In addition, the financial statements are prepared in 
accordance with generally accepted accounting principles, 
and reflect the following policies: 


Loans receivable 


The corporation acquires title to loans made by credit unions 
and caisses populaires to their members when carrying out its 
objective of providing financial assistance to member 
institutions. Since the collection of many of these loans Is 
uncertain, interest is recorded only when received. 


Investments 


The corporation regards its investments in debt securities as 
part of its investment policy. Accordingly, management invests 
primarily in bonds, debentures and guaranteed investment 
certificates which are held to maturity; amortizes bond 
premiums and discounts pro rata to maturity and accrues 
interest earned. Only realized gains or losses in the portfolio 
are recognized in the statement of net income. However, in 
the event of permanent impairment in value, the securities 
would be written down to market or sold and, in either 
circumstance, the loss would be recognized in the statement of 
net income. 


Fixed assets, depreciation and amortization 


Fixed assets are stated at acquisition cost. Depreciation is 
provided on the diminishing-balance method at the rate of 

20% for furniture and equipment. Leasehold improvements 
are amortized on a straight-line basis over the term of the 

lease. 
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3. Loans Receivable 1980 1979 











Fund A Fund B Total Total 
Loans acquired from member institutions | j 
Mortgages $ 102,931 102,931 118,322 | = 
Personal loans 352,935 39,326 392,261 691,300 | 
$ 455,866 39,326 495,192 809,622 
Allowance for doubtful loans «= 1045702 12,570 117,272 275,444 
$ 351,164 26,756 $ 377,920 534,178 
Loans to member institutions 10,000,000 —_— 10,000,000 66,370 
Loans acquired from centrals — 282,908 282,908 584;540 
Mortgage loan 400,000 a 400,000 == 
$10,751,164 309,664 $11,060,828 $ 1,185,088 
4. Investments 1980 1979 
Fund A Fund B Fund C Fund D Total Total 


Bonds and debentures at 

amortized cost 
Canada $10,684,420 $ 1,465,104 $ 381,613 97,284 $12,628,421 $ 9,252,676 
Provincials 7,941,068 1,032,154 1,747,424 293,028 11,013,674 10,998,689 
Municipals a 572,413 — — 572,773 851,319 





Fixed rate callable deposits 6,996,500 = a = 6,996,500 6,995,260 | | 
Other debentures 510,000 — — _ 510,000 1,010,000 | | 
Guaranteed investment certificates =~ — —_— — — 2,700,000 


Carrying values - $26,131,988 $ 3,070,031 $ 2,129,037 390,312 $31,721,368 $31,807,944 














Market values $26,635,423 $28,708,827 


5. Fixed Assets 1980 1979 


Accumulated 
depreciation 

and Net book Net book 

Cost amortization value value 


Fund A 
Furniture and equipment $ 215,286 64,477 $ 150,809 $ 162,252} | 
Leasehold improvements 59,112 24,767 34,345 54,145 | | 


$ 274,398 89,244 $ 185,154 $ 216,397 


Fund B 
Furniture and equipment 2,880 295 2,585 a 


$ 277,278 89,539 $ 187,739 $ 216,397} | 








6. Share and Deposit Insurance Funds 1980 1979 

















Fund A Fund B Fund C Fund D Total Total 
Balance, beginning of year $33,364,697 $ 4,335,015 $ 1,943,508 $39,643,220 $32,538,613 
Assessments received in the year 4,190,621 396,066 124,700 4,711,387 7,119,646 
Transfers arising from changes 
‘in fund affiliation (181,489) (466,040) 181,489 466,040 
Assessments returned to dissolving 
member institutions (4,003) = — — (4,003) (15,039) 
Balance, end of year $37,369,826 $ 4,265,041 $ 2.249697 $ 466,040 $44,350,604 $39,643,220 
7. Return on Investments 1980 1979 
Fund A Fund B Fund C Fund D Total Total 






Bonds and debentures : 
Canada $ 1,075,249 $ 151,396 $ 40,489 $ 5,564 $ 1,272,698 $ 818,663 









Provincials 810,798 122,594 169,033 18,130 4420;555 809,768 
Municipals ; — 72,448 — — 72,448 97,668 





Fixed rate callable deposits 701,919 — — — 701,919 701,917 
Other debentures ~ 58,129 — — _— 58,129 64,223 
Guaranteed investment certificates 459 — = => 459 285,902 
Interest on cash and callable deposits 3 727,818 106,695 49,590 6,649 890,752 516,794 
Amortization of bond 

(premiums) discounts (990) 4,233 2,214 859 6,316 (24,567) 
Net gain on disposal of investments _— — —_ ae —_= 75,209 


$ 3,373,382 $ 457,366 $ 261,326 $ 31,202 $ 4,123,276 $3,345,577 





















- 8. Income Taxes 
The corporation's effective tax rate is 29%. However, because three-year period, are still outstanding and considered 


the statement of net income and accumulated net earnings uncollectible. The guaranteed loans outstanding at December 
‘includes items which are non-taxable or non-deductible for 31, 1980 aggregate $3,873,000. No provision has been made 
| income tax purposes, the principal item being the gain on sale __in 1980 for costs which might arise from these guarantees, as 
| of property held for resale, the provision for income taxes there is no reasonable basis on which to estimate potential 
|. does not reflect the effective rate. costs at this time. 


- Deferred income taxes relate primarily to two timing : ; 
differences: | 10. Comparative Figures 

As provided in the Income Tax Act, the corporation changed 
its method of computing income for tax purposes in 1980 by 


excluding from taxable income accrued interest on 


(a) the exclusion of accrued interest from income for tax 
i purposes, and 


| (b) an investment reserve claimed for income tax purposes. investments. This change has been applied retroactively each 

| year to 1977 and, as a result, there has been an increase in 

| 9. Contingency deferred income taxes of $195,600 at December 31, 1978 

| In accordance with established policy, the corporation has and a corresponding decrease in income taxes payable. The 

|. guaranteed specific loans owing to certain credit unions in determination of net income has not been affected. The 1979 

| Fund A. Under the terms of the loan guarantee agreements, comparative figures have been restated to reflect this change 
the corporation will become liable to those credit unions for in the tax treatment of accrued interest on investments. 





the balances of the guaranteed loans that, at the end of a 


General and Administrative expenses 


Year Ended December 31, 1980 





1980 1979 
Combined Combined 
Fund A Fund B Fund C Fund.D Funds Funds 


Advertising and promotion $ 46,783 $ 5,824 $ 55,694 34,005 
Annual report 38,638 4,683 45;998 15,964 
Audit ; 17,178 2,120 : 20,451 19,086 
Collections 19,730 4,225 23,955 36,400° |. 
Consulting 32,921 4,011 3 39,192 45,719" F 
Depreciation and amortization 47,562 B12 ‘ 55,298 46,640. 5° 
Direction and technical assistance 150,755 25,258 178,384 50:47 7 be 
Directors , Bo: 
Remuneration 34,798 4,317 41,426 36,766 |= 
Expenses 17,268 22133 20,557 14,189 | 
Insurance 14,217 1,614 16,415 14:357 ga 
Legal 29,779 3,670 35,452 33,344 1 
Miscellaneous 31,437 7,695 41,980 33,997 2 
Occupancy 88,530 14,905 109,594 89,060: |~ 


Printing, mailing and supplies 44,535 6,437 ; ~ 54,036 44534 obo 


Statistics gathering programme “84,542 10,385 100,645 100;505: |: 
Taxes 806 105 959 14,331 ps 
Telephone 20,047 3,981 25,491 30,095. |= 
Travel 99,776 17,891 124,690 65,025.44 


$819,302 $124,366 $990,217 $724,494 P 





Note: 


Expenses not directly charged to a particular fund are allocated on the basis of assessments held in each fund. The distribution of 
allocable expenses during the year was as follows: 


January 1 to May 31, 1980 June 1 to December 31, 1980 Hi 
Fund A 84% 84% 
Fund B 11% Z 10% 
Fund C soe Sone 5% 
Fund D — 1% 


100% | : 100% 


Your Credit Union Movement 
Balance Sheet (unaudited)* 


' as at December 31, 1980 (in thousands of dollars) 


Assets SS : 1980 —-1979 
, $ 493,526 $ 336,252 
646,854 556,245 


1,813,863 1,824,385 
Nelgrertel= Co 1,981,287 1,920,250 
Less: allowance for ee | 

~ doubtful accounts ..... (25,925) 
Fixed assets .... 5 00 eae 
Other assets _ oe 66 a 

$5,070,379 $4,755,527 

Liabilities i 

I Accounts payable | : $ 7/402 76,423 

Loans payable 88,936 _- 130,840 

Deposits ... — 3,813,964 3,224,615 

Sale lg om er= | e)| 1 | 984 899 1,192,161 

4,965,201 4,624,039 


Retained earnings Vale) 
rats) mularere)aal, | 105,178 131,488 
: $5,070,379 $4,755,527 


*Source: Statistics Gathering Program Ontario Share and Deposit Insurance Corporation. 





Income and Expenditure Analysis* 


Capital Costs 63.1%." 55.5% Capital Costs 
Salaries & Benefits 111% 11.4% Salaries & Benefits 
Administration 4.1% 4.3% Administration 
Loan 3.8% 44% Loan 
Occupancy 1.6% 1.7% Occupancy 


Other 2.4% 2.4% Other 


Net 139% 20.3% Net 
Income Income 








1980 1979 


Asset/Liability Matching 


Assets Liabilities Assets Liabilities 


Non ‘Mortgage : 


Non Mortgage Demand Laake 


Loans 35.5 Deposits 


Term 
Mortgage Deposits 
Loans ; (RRSP etc.) 


Mortgage Term 
Loans , Deposits 


1980 


Fixed Assets 


Retained Earnings 2.1 xed Assets 18 Retained Earnings 2.8 





"Source: Statistics Gathering Program Ontario Share and Deposit Insurance Corporation 
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‘March 24, 1977, the Ontario Share and Deposit 
urance Corporation (OSDIC) was established 
ier the Credit Unions and Caisses Populaires 

_, Statutes of Ontario, 1976, Chapter 62. 


2 Objects of the Corporation are: 


2 toaccumulate, manage, invest, disburse and 

| pay out a separate fund for each league and a 
further fund for all independent members, 
such funds to be accounted for separately and 
_ each fund receiving the revenues or assets and 
_ bearing all direct charges and an appropriate 
portion of such other charges as may be 
applicable to it; 


to provide, in its discretion, financial assistance, 
having regard to the liabilities and assets of 
each fund, for the purpose of assisting any 
credit union in the appropriate category in its 
continued operation or in the orderly 

| liquidation of its operations; 


to provide, for the benefit of persons having 

_ shares or deposits with credit unions in 

| Ontario deposit insurance against loss of part 
_ orall of such shares or deposits, by making 

| payments to such persons to the extent and in 
| the manner authorized by this Act. 





Ontario, 1981, which received Royal Assent on 


| 
| 
\ section 5 of Chapter 102 of the revised Statutes 
( 
l;cember 17, 1981, a fourth object was added: 

| 

( 


|) to provide, in its discretion, financial assistance 
| forthe purpose of assisting any league in its 
continued operation or in the orderly 
liquidation of its operations. 





| the fulfillment of these objects, the Corporation 


_) insures each deposit with a credit union or 

| caisse populaire, except so much of any one 

_ deposit as exceeds $20,000 in accordance with 
| By-law No. 3; 

‘) collects an assessment of one per cent of the 

_ total share capital and deposits of each credit 
union and caisse populaire, as at the end of the 
__ first year of operation, and assesses or refunds 
_ at the end of each subsequent year an amount 
' equal to the increase or decrease in the credit 
union’s or caisse populaire’s share capital and 
deposits; 


3) maintains a separate fund for member credit 
unions and caisses populaires which are 
affiliated with each of the Credit Union Central 
of Ontario, la Fédération des caisses 
populaires de |’Ontario, l’Alliance des caisses 
populaires de |’Ontario, and all unaffiliated 
Credit unions and caisses populaires; 


bjects and By-laws of the Corporation 


(4) maintains, on the basis of examinations carried 
out under the provisions of section 114 of the 
Act, or the scrutiny of auditors’ reports, 
continuing information of the financial 
Operations and position of each credit union 
and caisse populaire; 


(5) accumulates, under the Corporation’s 
statistics gathering program, statistical data 
on the performance of all credit unions and 
Caisses populaires; 


(6) publishes guidelines on sound business and 
financial practices for Ontario credit unions 
and caisses populaires; 


(7) submits by-laws governing sound business 
and financial practices for the approval of 
the Lieutenant Governor in Council: 


(8) monitors and takes under direction credit 
unions and caisses populaires that are in 
financial difficulty; 


(9) provides financial assistance to credit unions 
and caisses populaires that are in financial 
difficulty in their continued operation or in 
their orderly liquidation in the form of loans 
at reduced rates, grants, loan guarantees, the 
acquisition of assets, etc. 


The By-laws of the Corporation are: 


BY-LAW NO. 1 
relating generally to the conduct of the affairs of 
the Corporation. 


BY-LAW NO. 2 
with respect to the borrowing of money by the 
Corporation. 


BY-LAW NO.3 

with respect to the operation of a deposit 
insurance program for persons who are members 
of credit unions and caisses populaires. 


BY-LAW NO. 4 
with respect to the indemnification of directors and 
officers of the Corporation. 


The above By-Laws of the Corporation were 
approved by the Lieutenant Governor in 
Council on November 23, 1977. 


BY-LAW NO. 5 
with respect to a reserve for financial stability for 
credit unions and caisses populaires. 


BY-LAW NO. 6 
with respect to an allowance for doubtful loans for 


credit unions and caisses populaires. 
By-Laws Nos. 5 and 6 were approved by the 


Lieutenant Governor in Council on May 14, 
1981, coming into effect July 1, 1981. 
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Report of the Corporation 


1 


jeneral 


981, another year of unsettled economic 
‘onditions, was one of modest overall growth for 
Yanadian credit unions and caisses populaires. 
jJowever, Ontario’s credit unions and caisses 
opulaires, following their dramatic growth in 
ssets in the seventies, experienced a 3.6 per cent 
lecrease in 1981 from the previous year. This 
contraction reflects the decline in Canadian 
sconomic activity, due largely to the uncertain 
adustrial prospects in automotive-related markets, 
he reduced affordability of residential housing 

lue to spiralling mortgage interest rates, as well as 
ne substantial outflow of funds from credit union 
nd caisse populaire members’ deposits to 
surchase the Canadian government's 1981 

Yanada Savings Bonds issue with its unprece- 
lented 19.5 per cent interest rate. 


| 


n Canada, prime lending rates in 1981 exceeded 
nose experienced in 1980. The 1980 record high 
if 18.25 per cent at year-end rose to an all-time 
ligh of 22.75 per cent in 1981 before it dropped 
yack to end the year at 16.50 per cent. Prime 
3nding rates in the United States were even more 
irratic in 1981 in dropping back from the 
Jecember 31, 1980 high of 21.50 per cent to 15.75 
yer cent by December 31, 1981. 


“he continued economic dislocations experienced 
luring 1981 in tandem with political uncertainties, 





jigh inflation, unemployment and interest rates 
jave had a serious impact on the financial struc- 
ure and operations of Ontario’s credit unions and 
saisses populaires. 


sharply lower levels of consumer spending have 
contributed to reductions in the growth rate of loan 
vortfolios, particularly in personal loans. There has 
een a significant increase in allowances for 
loubtful loans required in 1981 over those set in 
980 due to higher levels of delinquency and the 
mplementation of the Corporation’s new by-law, 
‘etting out revised requirements for the calculation 
»f adequate allowances for doubtful loans by 
)ntario’s credit unions and caisses populaires. 


2redit unions and caisses populaires continued to 
naintain high levels of cash and short-term 

iquidity during the year, due to a lower demand for 
‘onsumer and mortgage loans, thereby providing 
in Opportunity for many credit unions and caisses 
\Opulaires to obtain better returns on short-term 
leposits. 


30rrowings by credit unions and caisses popu- 
aires dropped substantially in 1981 as a result of 
educed loan activity and higher borrowing costs. 
“he shift of funds from members’ shares to 
nterest-bearing deposits continued; additionally, 
nembers withdrew substantial funds during the 


last quarter of 1981 to purchase the extremely 
attractive Canada Savings Bond issue carrying a 
19.5 per cent interest rate. The shift from members’ 
shares to deposits led to a substantial increase in 
the cost of funds for Ontario credit unions and 
Caisses populaires. 


While progress continues to be made by credit 
unions and caisses populaires in maintaining 
expense levels in relation to revenue, the rising 
cost of funds substantially reduced the net income 
available for share dividends and reserves. 


Superintendent’s Report 


Annually, the Office of the Superintendent of 
Insurance examines the Corporation’s accounts 
and the programs undertaken in carrying out its 
prescribed objects under section 101 of the Credit 
Unions and Caisses Populaires Act. 


The Superintendent’s Fourth Annual Report on 
operations of the Ontario Share and Deposit 
Insurance Corporation, dated March 10, 1982, and 
submitted to the Honourable Robert G. Elgie, M.D., 
Minister of Consumer and Commercial Relations, 
included references to the purposes and opera- 
tions of the Corporation, noting that the Cor- 
poration is administered efficiently; it expressed 
concern over the financial difficulties being 
encountered by some credit unions and leagues 
and reviewed the Corporation’s choice of actions 
in dealing with credit unions. 


Among the methods used to assist member 
institutions were: 
the purchase of problem assets at book value; 
the guarantee of assets acquired by a credit 
union on amalgamation; 
interest-free or interest-reduced loans. 


The report noted the obvious limitations in respect 
of the Corporation’s ability to provide assistance. 

It referred to the legislative changes enacted in Bill 
151, which were intended to strengthen leagues 
and proposed allowing the Corporation to increase 
its assessment and to operate one fund rather than 
four to give the Corporation greater latitude and to 
provide more equitable protection for all credit 
unions and caisses populaires. 


Bill 151 


On December 16, 1981, the Ontario Legislature 
gave third reading to Bill 151, an Act to amend the 
Credit Unions and Caisses Populaires Act. 


The new Act received Royal Assent on December 
17, 1981. 


Some of the provisions of the new legislation 
directly affect the Corporation. The new sections 
referred to in the following paragraphs are those of 


the latest consolidation (February 1982) of the 
Credit Unions and Caisses Populaires Act, which 
incorporated all of the provisions of Bill 151. 


1. Section 100 provides that the Lieutenant 
Governor in Council may appoint any person to 
fill the vacancy for the balance of the term of a 
director of the Corporation whose office is 
vacant without application to the nomination 
requirements of section 97(1) of the Act. The 
latter section deals with the appointment of 
nominees of leagues, and of persons to repre- 
sent the unaffiliated members and the public. 
Section 100 also provides for the removal from 
office of any director by the Lieutenant 
Governor in Council before the expiration of his 
or her term. 


2. Section 101(d) allows the Corporation, in its 
discretion, to provide financial assistance for 
the purpose of assisting a league in its 
continued operation or in the orderly liquidation 
of its operations. 


3. Section 118(a) allows the Lieutenant Governor 
in Council, upon a recommendation by the 
Minister, to guarantee payment of any loan or 
loans or any part thereof, together with interest 
thereon, 

“(a) made to the Corporation for the purpose of 
carrying out its objects; or 
(6b) made to a credit union or league for the 
purpose of carrying out its objects, if the 
Corporation has also given or agreed to 
give a guarantee with respect thereto.” 


The form and manner of such a guarantee are 
subject to the approval of the Lieutenant 
Governor in Council. 


When such a guarantee is signed by the 
Treasurer of Ontario and the Minister of 
Economics, the liability for payment for such a 
loan, including the interest, will rest with the 
Province of Ontario, in accordance with the 
terms of the guarantee. 


4. Section 118(b) provides that the Lieutenant 
Governor in Council may, by order, direct the 
Corporation or such other person as may be 
named in the order to take possession of the 
property of a league where, in the opinion of the 
Lieutenant Governor in Council, the affairs of 
the league are not in satisfactory financial 
condition or the operations of the league are not 
being conducted in accordance with sound 
business and financial practices. 


New By-Laws 


On May 14, 1981, the Corporation’s new By-Laws 
Nos. 5 and 6 in respect of a reserve for financial 
Stability and an allowance for doubtful loans were 


approved by the Lieutenant Governor in Council to’ 
come into effect July 1, 1981. : 


These by-laws and comprehensive instructions 
and explanations were distributed to all Ontario’s 
credit unions and caisses populaires. The Cor- 
poration’s staff also attended many credit union | 
chapter meetings for the purpose of informing 
credit union management across the province in 
addition to responding to all verbal and written 
requests for clarification. 


Reserve for Financial Stability 


reasonable targets for the building of reserves for 


: 
The purpose of By-Law No. 5 is to establish 
{ 
each credit union and caisse populaire. 


Specifically, it requires each Ontario credit union | 
and caisse populaire to allocate an amount 
annually from 1981 to 1987 toa reserve for finan- 
cial stability until the reserve equals 1% per cent of 
the members’ share capital and deposits; there- | 
after to retain the reserve at that level. 


Ontario’s credit unions and caisses populaires 
have the traditional structure of easily with- 
drawable members’ share capital. While such ( 
shares reflect membership in a particular credit 
union or caisse populaire and also denote owner- | 
ship, they are readily withdrawable upon termi- 
nation of membership. This means that a credit 
union or Caisse populaire does not have 
permanent share capital as in the case of an 
ordinary business or commercial undertaking, 
and, therefore, only retained earnings are available 
to fulfill the function of permanent share capital 
and to act as a hedge against uncertain economic 
conditions. 


een teil 


There were a number of credit unions and caisses | 
populaires with overall deficits or inadequate f 
retained earnings at December 31,1981, which | 
were unable to establish the first year’s prescribed | 
allocation of 1/8 of one per cent. The majority of 
Ontario’s credit unions and caisses populaires, 
however, had retained earnings and reserves at 
December 31, 1981, which substantially exceeded _ 
the 1/8 of one per cent requirement. Indeed, a 
number of these credit unions and caisses popu- 
laires prudently established the full 112 per cent | 
reserve for financial stability, notwithstanding that — 
the new by-law spreads out compliance over a 
seven-year period. 


Allowance for Doubtful Loans 


The purpose of By-Law No. 6 is to provide a 
formula for the computation of potential losses 
arising from doubtful loans by: 


(a) introducing an approach for calculating esti- 
mated losses which is more compatible with 


generally accepted accounting principles; 


'b) stressing the contractual nature of lending, so 
that emphasis will be given to currency over 
the entire life of the loan, and 


‘c) emphasizing the importance of adequate 
security in lending. 





Technical and Financial Assistance 


The Corporation has been involved in providing 
jirect technical and financial assistance to 
Ontario’s credit unions and caisses populaires 
since it began formal operations on December 1, 
1977. 


The earliest assistance program was in the form of 
jissolution assistance and interest-assisted loans 
parried forward from the stabilization funds of both 

he Credit Union Central of Ontario and la 
=édération des caisses populaires de |’Ontario Inc. 


=arly in 1978, the Corporation established its credit 
inion/caisse populaire examination program 
through the Credit Union Central of Ontario, la 
Fédération des caisses populaires de l’Ontario Inc. 
and the Director of Credit Unions as well as a 
direct audit liaison program in respect of those 
member institutions for which the Corporation 
could accept the auditor's report in lieu of an 
2xamination. Flowing from the examination and 
audit liaison program came the need to establish 
supervisory policies in respect of member institu- 
tions which could not meet the requirements of the 
Act in regard to being in a satisfactory financial 
condition. 


This resulted in the Corporation exercising its 
powers of direction under the Act for the first time 
in June of 1978. 


Next, the Corporation began taking steps to find 
solutions to the problems of the financially 
troubled member institutions which had come 
under its direction. 


The first merger supported by financial assistance 
from the Corporation took place on April 30, 1979. 


During 1978 and continuing through 1979, staff 
developed the basis for a direct statistics gathering 
and monitoring program. Continuous improve- 
ments during the following three years brought it 
to a high level of acceptance by all users including 
the Credit Unions and Co-operatives Services 
Branch of the Ministry of Consumer and 
Commercial Relations. 





Examinations and Audits 


In accordance with section 114 of the Act, 347 
examinations were completed in respect of credit 
unions which were not required to have external 


auditors under section 62 of the Act. Such exami- 
nations are made: 


(a) where the credit union is a member of a 
league, by the league; 


(b) where the credit union is not a member of a 
league, by the Director of Credit Unions. 


The cost of these examinations is borne by the 
Corporation. The Director of Credit Unions makes 
an annual examination of each league at the 
expense of the Corporation, and provides a copy 
of his report to the Corporation. 


On July 6, 1981, the Credit Union Central of 
Ontario and the Corporation entered into an 
agreement whereby the Corporation in effect 
assumed direct responsibility for all examinations 
of credit unions affiliated with the Credit Union 
Central of Ontario. 


Also, in accordance with section 114 of the Act, the 
Corporation accepted the external auditors’ 
reports of 625 of the 628 credit unions and caisses 
populaires which are required to appoint outside 
auditors. Only in the three remaining cases, was it 
considered necessary to conduct an examination. 


Additionally, the Corporation reviewed in detail the 
224 auditors’ management letters to credit unions 
and caisses populaires, thereby allowing the 
Corporation to identify the operational improve- 
ments recommended by the auditors and to estab- 
lish a specific follow-up program to ensure that the 
member institutions involved gave serious con- 
sideration to the implementation of the 
recommendations. 


Statistics Gathering and Monitoring Program 


In our continuing efforts to improve the reliability 
of the quarterly statistical monitoring reports, as a 
means of enabling our members to assess their 
own performance and also to improve the fore- 
casting ability of these reports, staff revised both 
the key indicators and the method of evaluating 
them. These revisions were made to take 
cognizance of the changes that have occurred in 
the economic and financial environment in which 
our members operate and to reflect more 
accurately the relative importance of each 
indicator as a measure of performance. 


To encourage more extensive use of the statistical 
reports, members of the staff of the Corporation's 
statistics department made presentations on the 
interpretation and use of the report to employee 
groups of the Credit Union Central of Ontario and 
the Credit Unions and Co-operatives Services 
Branch of the Ministry of Consumer and 
Commercial Relations as well as to members of 
‘Alliance des caisses populaires de |’Ontario 


limitée. Both the statistical gathering and moni- 
toring reports are provided to the Ministry of 
Consumer and Commercial Relations, the Credit 
Union Central of Ontario, la Fédération des caisses 
populaires de |’Ontario Inc., and l’Alliance des 
caisses populaires de |’Ontario limitée; summary 
statistical gathering reports are distributed to 
Statistics Canada, the Canadian Co-operative 
Credit Society, the Co-operators, and Cumis. 


The Corporation is conscious of the burden that 
extensive reporting requirements impose on 
member credit unions and caisses populaires and 
the legitimate concern of members for a more 
unified and simplified approach by their provincial 
organizations and the supervisory agencies in their 
search for credit union data. The Corporation was 
pleased that the Director of Credit Unions agreed 
to use OSDIC’s quarterly statistical survey to 
replace similar data required in the Director's 
annual return. The agreement took effect January 
1, 1982, in respect of the December 31, 1981 
calendar year-end; it is to continue for a trial period 
of one year. The Corporation has no doubt that the 
past co-operation demonstrated by our members 
will continue, so as to enable this temporary 
reduction in reporting obligations to be imple- 
mented permanently. 


Our statistics department continued to make 
extensive use of the Simulation Financial Model, 
developed in 1980, for the purpose of assessing the 
extent of the improvement in performance of credit 
unions and caisses populaires in financial difficulty 
and the time it will take to turn them around; the 
system is also useful to screen and select member 
institutions which may be candidates for mergers. 


Staff embarked on a program of research studies 
to evaluate the impact of various policies and 
proposals on the future financial condition of our 
member institutions and to demonstrate the 
combined effect of these proposals and past 
trends on the future performance of member 
institutions. Our data files were analysed through 
the use of statistical software packages to provide 
information required for these studies. 


Direction and Monitoring Programs 


Under the provisions of section 116 of the Act, 51 
credit unions and caisses populaires were under 
the Corporation’s direction as of December 31, 
1981. A further 35 member institutions were being 
monitored. These 86 member institutions had 
combined assets exceeding $1,300 million and 
reported accumulated deficits of $42.5 million. 


Comparative figures for 1980 show 63 credit 
unions and caisses populaires under direction and 
being monitored having combined assets of $573 


million and accumulated deficits of $12.7 million. 


Our direction and monitoring department staff | 
provided extensive consulting and advisory 

services to all these member institutions during 
1981. 


Assistance Programs 


Credit unions and caisses populaires continued to 
merge during 1981 by way of amalgamations and 
purchase and sale transactions. Forty-three 

mergers were completed during the year as com- 
pared to 48 in 1980 and 26 in 1979. Overthe past 
ten years, Ontario’s credit unions merged at an 
average rate of 41 mergers per year. 


Average assets of member organizations merging 
during 1981 were more than twice the average 
assets of 1980 mergers from $.75 million in 1980 to 
$1.6 million in 1981. 


Merging credit unions and caisses populaires have 
been actively assisted over the last ten years by 
their provincial associations, the Credit Union 
Central of Ontario and la Fédération des caisses 
populaires de l’Ontario Inc. Until 1981, the 
Corporation was involved in providing technical i 
assistance to merging credit unions and caisses 
populaires only when financial assistance was also © 
required. However, during 1981, an agreement was | 
concluded between the Credit Union Central of 
Ontario and the Corporation, which in effect 

placed the onus of providing both technical 

and financial assistance for any Credit Union 
Central affiliates, which opt for merger, on the 
Corporation. 


1. Financial Assistance to On-Going Member 
Institutions 


Certain member institutions, which are finan- 
cially troubled, have been granted interest- 
assisted loans in order to assist them in their 
survival. Compelling reasons for so doing are 
community and movement interests, which 

place a high value on these member institutions’ 
continued existence. If, eventually, the member 
credit union or caisse populaire does not make 
substantial progress in improving its financial 
condition, serious consideration willhave tobe 
given to merging it with another more stable 
member institution. 


On several occasions, the Corporation has 
financially assisted on-going member insti- 
tutions by direct grants to offset the assisted 
institution’s bad debts. (| 


2. Financial Assistance in Mergers 


Member institutions in difficulty may opt fora 
merger with another member either by way of a 





purchase and sale trarsaction or through 
amalgamation. The Corporation provides three 
_ types of assistance in mergers: 


(a) it assumes the selling member institution’s 
accumulated deficit; 


(b) it provides a loan guarantee to the buying 
member institution in respect of the 
vendor's loans; 


(c) it grants a fully secured interest-assisted 
loan to the buying or amalgamated member 
institution, in effect resulting in an interest 
subsidy by the Corporation. 


Financial Assistance in Dissolutions 


After all other options have been explored, a 

_ member institution may opt to wind up its affairs 
in an orderly manner. Where, for the protection 
of the member institution’s own members, it is 
deemed necessary to do so, the Corporation 
may be appointed its liquidator. 


In such instances the Corporation provides 
direct financial assistance. 


The claims of such a dissolving institution’s 
creditors and member-shareholders, which 
cannot be met by the institution itself, are 
covered by the Corporation, subject to its 
insurance coverage provisions. 


The Corporation provides three types of 
financial assistance in dissolutions in the 
following manner: 


(a) it provides funds to meet the claims of 
creditors and member-shareholders of the 
dissolving member institution, which the 
Credit union or caisse populaire itself can- 
not fully meet; 


(b) it assumes the dissolving member 
institution’s final deficit; 


(c) it assumes the dissolving member institu- 
tion’s loan portfolio and subsequently 
collects the outstanding principal and 
interest in respect of such loans. 


Summary of Financial Assistance 


1. CORPORATE GUARANTEES TO ON-GOING 
MEMBER INSTITUTIONS 


(a) Loan guarantees in respect of mergers 


— 


The Corporation provides loan guarantees toa 
purchaser credit union or caisse populaire in respect of 
a selling credit union’s or Caisse populaire’s loan port- 
folio: 


i) 1981: loan guarantees to 19 member insti- 
tutions covering 5,363 loans for a total 


value of $7,046,632 


ii) from inception to 1980: loan guarantees 
to 10 member institutions covering 1,195 


loans for a total value of 4,082,086 


iii) Since inception: loan guarantees to 29 
member institutions covering 6,558 loans 


for a total value of $11,128,718 


As loans are repaid, the Corporation’s out- 
standing guarantees are reduced. Loan 
guarantees outstanding at December 31, 
1981 totalled: guarantees to 29 member 
institutions covering 5,831 loans for a total 


value of $8,766,801 


Line of Credit Guarantee 
During 1981, the Corporation guaranteed a line of credit 
for $25 million in respect of one of its member institutions, 


of which $20.5 million was outstanding at December 31, 
1981. 


2. CORPORATION FUNDS USED FOR SPECIFIC 
FINANCIAL ASSISTANCE PROJECTS 


(a) Fully secured corporate loans to assist on-going 


member institutions 
Interest-assisted and reduced-interest loans: 


i) 1981: 1 interest-free corporate loan toa 
newly amalgamated credit union 


(formerly two credit unions) $1,000,000 
ii) from inception to 1980: 7interest-assisted 

corporate loans as follows: 

1 interest-reduced loan St127, 575 

6 interest-free loans 14,566,370 

15,693,943 

Less: 

5 repayments; 4 in full, 1 in part 7,193,943 

Balance of loans outstanding 1977 to 

1980 8,500,000 
iii) December 31, 1981 balance of interest- 

assisted corporate loans to 4 member 

institutions $9,500,000 


(b) 


oo 
~~ 


2 


Purchase of problem assets at book value from on-going 
member institutions 


On occasion, the Corporation purchases problem assets 
of an on-going member institution thereby allowing the 
member some relief in its financial difficulty: 


i) 1981 $ Nil 
ii) from inception to 1980: purchase of 

doubtful loans from 2 member 

institutions 222,054 
iii) since inception $222,054 


Advances to dissolving member institutions to assist in 
the orderly winding up of their affairs 


The Corporation augments the credit union’s or caisse 
populaire’s own funds in order to settle the claims of 
member-shareholders/depositors and creditors; since 
inception, the Corporation has enabled 20 member insti- 
tutions to settle the claims of 3,126 member shareholders/ 
depositors promptly and fully: 


i) 1981: 7 member institutions in process of 


liquidation received $811,309 
ii) from inception to 1980: 13 member insti- 

tutions in process of liquidation received 1,056,789 
iii) Since inception: 20 member institutions 

in process of liquidation received $1,868,098 


Purchase of problem assets of member institutions which 
wind up their operations 


The Corporation assumes the book value of personal 
and mortgage loans less adequate allowances for 
doubtful loans of member institutions for which the 
Corporation is appointed liquidator: 


i) 1981: purchased 342 loans from 8 
member institutions with a book value of 
$657,877 — net value 


ii) from inception to 1980: purchased 471 
loans from 14 member institutions witha 
book value of $723,122 — net value 


$534,149 


551,400 


iil) Since inception: purchased 813 loans 
from 22 member institutions with a book 


value of $1,380,999 — net value $1,085,549 


Grants to merging member institutions 


The Corporation funded the deficits of member insti- 
tutions which merged with more stable institutions: 


i) 1981: direct and committed grants to 16 
member institutions which merged 


during the year $4,294,331 
ii) from inception to 1980: direct and com- 

mitted grants to 14 member institutions 

which merged during the period April 30, 

1979 to December 31, 1981 1,382,795 





iii) As at December 31, 1981, the Corporation 
had paid and committed grants to 30 


member institutions for a total of $5,677,126 


(f) Losses of dissolving member institutions assumed 


The Corporation assumed the final deficits of dissolving 
member institutions: 


i) 1981: assumed losses of 8 dissolving 


member institutions $281,488 
ii) from inception to 1980: assumed losses of 
12 dissolving member institutions 416,705 


iii) since inception: assumed losses of 20 
dissolving member institutions $698,193 


3. DIRECT COST OF FINANCIAL ASSISTANCE TO 
MEMBER INSTITUTIONS 


Since inception, the direct cost of the Corporation’s 
financial assistance programs has been: 


Member 

Institutions Financial 

Year Assisted Assistance 
1977 (1 month) $ 6Nil 
1978 3 307,356 
1979 12 462,692 
1980 13 1,251,506 
1981 24 4,575,819 
52 $6,597,373 


Stated as key categories of financial assistance: 


merging member 


institutions 30 $5,677,126 
dissolving member 
institutions 20 698,193 
assisting on-going 
member institutions oe 222,054 
52 $6,597,373 


Cost of providing interest-free or interest-assisted loans to 
member institutions: 


The Corporation granted 8 interest-assisted 
loans from January 1, 1978 through 
December 31, 1981. The cost of these 8 loans 
as represented by interest income which 
would have been otherwise earned if such 


loans had not been made, is: $3,201,726 


4. SUMMARY OF FINANCIAL ASSISTANCE - ONTARIO 
SHARE AND DEPOSIT INSURANCE CORPORATION 


The Ontario Share and Deposit Insurance Corporation pro- 
vided the following financial assistance during its first 49 


months of operations (December 1, 1977 - December 31, 
1981): 


(a) MADE INTEREST-ASSISTED 


LOANS TO: 
8 member institutions for $ 16.7 million 
(b) INCOME FOREGONE ON INTEREST- 
ASSISTED LOANS $ 3.2 million 


(c) AND IN RESPECT OF: 
58 member institutions 


i) PAID DIRECT GRANTS TO OFFSET 
DEFICITS AND THE PURCHASE OF 
PROBLEM ASSETS: 
54 member institutions $ 6.6 million 


ii) ADVANCED FUNDS TO ASSIST IN 
THE ORDERLY WINDING UP OF 
THEIR AFFAIRS: 
20 member institutions $ 1.9million 


iii) GUARANTEED LOANS FOR DURA- 
TIONS OF UP TO THREE YEARS: 


29 member institutions $ 11.1 million 
iv) GUARANTEED LINE OF CREDIT 
1 member institution $ 25.0 million 


Assessments, Financial Assistance and Fund Impairment 


All Ontario’s credit unions and caisses populaires are members 
of the Ontario Share and Deposit Insurance Corporation; 
accordingly, their individual members, being shareholders and 
depositors, have the benefit of deposit insurance to the extent 
authorized by the current legislation. 


Under the provisions of section 111 of the Act, the Corporation 
in 1977 initially assessed (i) leagues for their member insti- 
tutions and (ii) unaffiliated member institutions an amount 
equal to 1 per cent of the aggregate total share capital and 
deposits of the individual credit unions and caisses populaires. 
Annually, thereafter, the assessments were adjusted to reflect 
changes in the member institutions share and deposit base. 


The Act further provides that, the Corporation may assess and 
collect from every credit union and caisse populaire, such 
further amount as the Corporation considers necessary to 
replace any advances or payments made by it in the exercise of 
its powers. 


In compliance with the Act, separate funds are maintained for 
each league affiliated group and for the unaffiliated credit 
unions and caisses populaires. 


It is important to note that financial assistance to credit unions 
and caisses populaires is not considered as a charge against 
taxable income of the Corporation but as a charge against 
after-tax earnings. 


If financial assistance provided to credit unions and caisses 
populaires of the respective funds exceeds earnings for the 
current fiscal period, it has been provided from the Corpora- 
tion’s retained earnings; when financial assistance payments to 
member institutions exceed both current year net earnings and 
prior period retained earnings, then assessment deposit 
balances by fund are reduced. 


The Corporation contributed during 1981, $4,575,819 in direct 
financial assistance payments to 24 member institutions, 17 
affiliates of Credit Union Central of Ontario and 7 affiliates of la 
Fédération des caisses populaires de |’Ontario Inc. 


The impact on the Corporation’s operations by the level of 
direct financial assistance provided in 1981 is summarized by 
the following analysis. 


Summary of Operations, Financial Assistance 
and Accumulated Net Earnings (Deficit) 


For Year Ended December 31, 1981 


income 
Expenses 


FundA 


$ 3,416,074 


2,201,070 


FundB 


$ 598,941 
304,418 


Fund C 


$314,437 
104,740 


Fund D 


$65,313 
36,487 


Combined 
Funds 


$ 4,394,765 
2,646,715 





Net Income Before Taxes 
Income Taxes 


1,215,004 
385,600 


294,523 
85,800 


209,697 
59,600 


28,826 
7,700 


1,748,050 
538, 700 





Net Income 
Accumulated Net Earnings, 
Beginning of Year 


829,404 


917,626 


208,723 


40,544 


150,097 


318,289 


21,126 


27,702 


1,209,350 


1,304,161 





Assistance to Member 
Institutions 


1,747,030 


4,030,613 


249,267 


545,206 


468,386 


48,828 


2,913,511 


4,575,819 





Accumulated Net Earnings 
(Deficit) at End of Year 


$ (2,283,583) 


$(295,939) 


$468,386 


$48,828 


$(2,062,308) 








As at December 31, 1981, the member assessment deposit 
balances of Fund A (affiliates of Credit Union Central of 
Ontario) and Fund B (affiliates of la Fédération des caisses 
populaires de l'Ontario Inc.) were reduced by $2,283,583 and 
$295,939 respectively as outlined in the Statement of Fund 
Balances included in the Corporation’s 1981 audited financial 
statements. 
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Retiring Directors 


Early in 1982, three members of the Corporation’s first Board 
of Directors, appointed by the Lieutenant Governor in Council 
in 1977, resigned: 


Mr. G. Allen Charbonneau, director, representing the Credit 
Union Central of Ontario and its affiliates. Mr. Charbonneau 
was Chairman of the Corporation’s Board of Directors from 
its inception on March 24, 1977 to March 1980. 


Mr. Robert Perras, Q.C., director, representing the 
unaffiliated member institutions. Mr. Perras served as a 
director of the Corporation from its inception to February 
1982 when he was appointed a judge. 


Mr. Alexander L. Gracie, director, representing the Credit 
Union Central of Ontario and its affiliates. Mr. Gracie was a 
director of the Corporation from its inception to the com- 
pletion of his second term in March 1982. 


The Corporation gratefully acknowledges the services pro- 
vided by these three directors to the interest of the Corporation 
and those of Ontario’s credit unions and caisses populaires. 


CONCLUSION 


1981 was a very unsettled year. Based on current conditions, 
1982 will be a very difficult year for the Ontario and Canadian 
economies. In carrying out its responsibilities in these difficult 
times, the Corporation looks to the continuing co-operation 
and support of all its member credit unions and caisses popu- 
laires, the Credit Union Central of Ontario, la Fédération 

des caisses populaires de l'Ontario Inc., |'Alliance des caisses 
populaires de |’Ontario limitée, the Director of Credit Unions 
and the Ministry of Consumer and Commercial Relations. 


We wish to acknowledge the efforts of our staff and manage- 
ment in carrying out the policies of the Corporation estab- 


lished by the Board of Directors. 


On behalf of the Corporation, 





J.C. Mackintosh 


Chairman General Manager 


Keith A. Mills, C.A., M.B.A. 
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Balance Sheet 


December 31, 1981 





1981 1980 
Combined Combined 
FundA FundB Fund C Fund D Funds Funds 


Assets 
Cash and aemand deposits $ 2.094.101 $ 1,194,631 $ 625,085 $ 159,736 $ 4,073,553 $ 2,348,084 
Loans receivable — Note C 10,100,832 471,255 — os 10,572,087 11,060,828 











Accounts receivable 62,698 14,799 15,139 (3,156) 89,480 44,944 





Accrued interest 971,885 79,419 35,187 10,954 1,097,445 1,044,312 
Investments — Note D 26,121,587 2,588,450 2,131,207 390,750 31,232,084 31,721,368 








Fixed Assets — net of accumulated 
depreciation — $132,270 (1980 — 
$89,539) 153,023 2,234 — — 5 OSZ OI 187,739 


$39,504,126 $ 4,350,788 $ 2,806,708 $ 558,284 $47,219,906 $46,407,275 








Liabilities 

Payables and accruals $ 1,002,261 $ 107,109 14,269 20,556 $ 1,144,195 $ 383,110 

Income tax payable 316,600 26,643 10,462 8,044 361,749 (20,600) 

Deferred income tax 284, 150 49,800 55,700 350 390,000 390,000 
1,603,011 183,552 80,431 28,950 1,895,944 752,510 

















Fund Balances 





Share and deposit insurance funds 40,184,698 4,463,175 2,257,891 480,506 47,386,270 44 350,604 





Accumulated net earnings (deficit) (2,283,583) (295,939) 468,386 48,828 (2,062,308) 1,304,161 





37,901,115 4,167,236 2,726,277 529,334 45,323,962 45,654, 765 
$39,504,126 $ 4,350,788 $ 2,806,708 $ 558,284 $47,219,906 $46,407,275 











Contingencies — Note F 





Approved by the directors: 


Director 
fi arp Director 


See notes to financial statements 
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Statement of Income 


Year Ended December 31 





1981 1980 
Combined Combined 
Fund A Fund B Fund C Fund D Funds Funds 


Income: 





Interest on loans 


$ 86,814 


$ 


11,590 


98,404 


$ 96,167 





Return on investments — Note E 


3,265,119 


583,531 


314,437 65,313 


4,228,400 


4,123,276 





Other 


64,141 


3,820 


67,961 


53,874 





3,416,074 


598,941 


314,437 65,313 


4,394,765 


4,273,317 





Expenses: 





Examination fees 


229,350 


36,491 


1,003 12,500 


279,344 


681,724 





General and administrative 


911,008 


143,023 


59,931 12,800 


1,126,762 


990,217 





Salaries and benefits 


1,060,712 


124,904 


43,806 11,187 


1,240,609 


857,958 





2,201,070 


304,418 


104,740 36,487 


2,646,715 


2,929,899 





Income from operations 


1,215,004 


294,523 


209,697 28,826 


1,748,050 


1,743,418 





Gain on sale of property 


84,164 





Income before taxes 


1,215,004 


294,523 


1,748,050 


1,827,582 





Income taxes: 





Current 


385,600 


85,800 


538,700 


478,560 





Deferred 


33,000 





385,600 


85,800 


59,600 


538, 700 


511,560 





Net Income 


$ 829,404 


208,723 


$ 150,097 


$1,209,350 


$1,316,022 





See notes to financial statements 


Auditor’s Report 


To the Board of Directors 
Ontario Share and Deposit Insurance Corporation 


We have examined the balance sheet of Ontario Share and 
Deposit Insurance Corporation as at December 31, 1981 
and the statements of income, fund balances and changes 
in financial position for the year then ended. Our 
examination was made in accordance with generally 
accepted auditing standards, and accordingly included 
such tests and other procedures as we considered 
necessary in the circumstances. The financial statements 
of the preceding year were examined by other chartered 
accountants. 


In our opinion, these financial statements present fairly the 
financial position of the Corporation as at December 31, 
1981 and the results of its operations and the changes in its 
fund balances and its financial position for the year then 
ended in accordance with generally accepted accounting 
principles and pursuant to the Credit Unions and Caisses 
Populaires Act, 1976, applied on a basis consistent with that 
of the preceding year. 


Erne Whimsy 


January 29, 1982 
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Statement of Fund Balances 


Year Ended December 31 





1981 1980 
Combined Combined 
Fund A Fund B Fund C Fund D Funds Funds 


Share and deposit insurance funds: 





Balances, beginning of year $37,369,826 $ 4,265,041 


$ 2,249,697 


$ 466,040 


$44,350,604 


$39,643,220 





Assessments received in the year 2,809,461 231,224 


(16,153) 


14,466 


3,038,998 


4,711,387 








Transfers arising from changes in 


fund affiliation 8,743 (33,090) 


24,347 





Assessments returned to dissolving 


member institutions (3,332) — 





(3,332) 





Balances at End of Year 40,184,698 4,463,175 





2,257,891 


480,506 


47,386,270 


44,350,604 





Accumulated net earnings (deficit): 








Balances, beginning of year 917,626 40,544 


318,289 


24102 


1,304,161 


1,239,645 








Net income 829,404 208,723 





150,097 





1,747,030 249,267 





21,126 


1,209,350 


1,316,022 





468,386 


48,828 


2,013,511 





Less: 


2,555,667 








Assistance to member institutions 4,030,613 545 206 


4,575,819 





Accumulated Net Earnings (Deficit) 








at End of Year (2,283,583) (295,939) 





468 386 





Fund Balances at End of Year $37,901,115 $ 4,167,236 





$ 2,726,277 


48 828 


(2,062,308) 


1,304,161 





$ 529,334 


$45,323,962 





See notes to financial statements 
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Statement of Changes in Financial Position 


Year Ended December 31 








Financial Resources Provided 


1981 1980 
Combined Combined 
Funds Funds 











Net income 

Amortization—bond premiums 
(discounts) 

Depreciation and amortization 

Deferred income taxes 

Loss on disposal of fixed assets 


$1,209,350 


(8,217) 


43,096 


226 


$1,316,022 


(6,316) 
55,298 
33,000 





1,244,455 


1,398,004 





Decrease (increase) in loans receivable 


Increase (decrease) in payables and 
accruals 


Increase in share and deposit insurance 


funds 
Proceeds on sale of fixed assets 
Proceeds on maturity of investments 
Increase (decrease) in income taxes 
payable 
Sale of property 


488,741 
761,085 
3,035,666 
35 
497,500 


382,349 


(9,875,740) 
(527,252) 
4,707,384 


4,018,056 


(20,600) 
388,905 





5,165,376 


(1,309,247) 





6,409,831 





88,757 





Financial Resources Applied 





Purchase of investments 

Increase in accounts receivable 
Purchase of fixed assets 

Increase in accrued interest 
Assistance to member institutions 





44,536 
10,874 
53,133 
4,575,819 





4,684,362 





Increase (decrease) In Cash and 
Deposits 
Cash and deposits, beginning of year 


1,725,469 
2,348,084 





Cash and Deposits, End of Year 


$4,073,553 


3,925,164 


18,203 
65,448 
1,251,506 


5,260,321 


(5,171,564) 
7,519,648 





See notes to financial statements 
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Notes To Financial Statements 


December 31, 1981 


Note A — General 


The Ontario Share and Deposit Insurance Corporation was 
established as a corporation without share capital on March 
24, 1977 under the provisions of The Credit Unions and 
Caisses Populaires Act, 1976, Chapter 62, Statutes of Ontario 
(the Act). 


The Corporation's principal objectives are to provide financial 
assistance to Ontario credit unions and caisses populaires in 
their continued operations or in the orderly liquidation of their 
operations, and to provide insurance on shares and deposits of 
members of credit unions and caisses populaires. Assess- 
ments are made against member institutions based on shares 
and deposits held by them. These assessments are maintained 
in separate funds according to membership in each league or 
federation incorporated in Ontario, and a separate fund is 
maintained for unaffiliated credit unions and caisses 
populaires. 


For the purpose of these financial statements, the separate 
funds are identified in the following manner: 


Credit Union Central of Ontario affiliates — FundA 


La Federation des caisses populaires de 
Ontario Inc., affiliates — Funds 


Unaffiliated credit unions and caisses 
populaires — Fund.G 


L’Alliance des caisses populaires de 
l'Ontario limitée, affiliates — FundD 


Note B — Summary of Significant Accounting Policies 


Significant Accounting Policies: The financial statements have 
been prepared in accordance with accounting practices 
prescribed in The Credit Unions and Caisses Populaires Act, 
1976 (the Act), including the following: 


Fund Balances: Each year, in accordance with Section 111 of 
the Act, the Corporation assesses or refunds to members an 
amount equal to 1% of the increase or decrease in their total 
share capital and deposits. These amounts are credited or 
charged directly to the appropriate Share and Deposit 
Insurance Fund. 
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Accumulated Net Earnings: In accordance with Section 113 of 
the Act, the Corporation maintains for each Share and Deposit 
Insurance Fund an account known as Accumulated Net 
Earnings. These accounts are credited with each fund’s share 
of net income for the year and charged with the cost of 
assistance to member institutions. 


In addition, the financial statements are prepared in 
accordance with generally accepted accounting principles, 
and reflect the following policies: 


Loans Receivable: The Corporation acquires title to loans 
made by credit unions and caisses populaires to their 
members when carrying out its objective of providing 
financial assistance to member institutions. Since the 
collection of many of these loans is uncertain, interest is 
recorded only when received. 


Investments: The Corporation regards its investments in 
debt securities as part of its investment policy. Accordingly, 
management invests primarily in bonds, debentures and 
guaranteed investment certificates which are held to 
maturity; amortizes bond premiums and discounts pro rata 
to maturity and accrues interest earned. Only realized gains 
or losses in the portfolio are recognized in the statement of 
net income. However, in the event of permanent impairment 
in value, the securities would be written down to market or 
sold and, in either circumstance, the loss would be recog- 
nized in the statement of net income. 


Fixed Assets, Depreciation and Amortization: Fixed assets 
are stated at acquisition cost. Depreciation is provided on 
the diminishing-balance method at the rate of 20% for 
furniture and equipment. Leasehold improvements are 
amortized ona straight-line basis over the term of the 
lease. 


Income Taxes: Deferred income taxes arise principally 
from (1) timing differences in reporting depreciation 
expense for tax and financial reporting purposes (2) the 
exclusion of accrued interest from income for tax purposes 
(3) an investment reserve claimed for income tax purposes. 


Notes To Financial Statements 


Year Ended December 31 


Note C — Loans Receivable 


1981 


1980 








Loans acquired from 
member institutions: 
Mortgages 
Personal 


Fund A 


$ 47,449 
240,249 


Fund B 


$223,618 
282,982 


Combined 


$27 1,067 
523,231 


Combined 





$102,931 
392,261 





Allowance for 
doubtful loans 


287,698 


84,036 


506,600 


35,345 


794,298 


119,381 


495,192 


Were 





Loans to member 
institutions 

Loans acquired from 
centrals 

Mortgage loan 





203,662 


9,500,000 


397,170 


471,255 


674,917 


9,500,000 


397,170 


377,920 
10,000,000 


282,908 
400,000 





Note D — Investments 


Bonds and debentures at 
amortized cost: 

Canada 

Provincials 

Municipals 





Fixed rate callable deposits 
Other debentures 


Fund A 


$10,673,039 
7,951,808 
6,996,740 
500,000 


Fund B 


$1,467,575 
1,034,978 
85,897 


$10,100,832 


Fund C 


$ 382,897 
1,748,400 


$471,255 


Fund D 


$ 97,535 
293,215 


$10,572,087 


1981 


Combined 
Funds 


$12,621,046 
11,028,401 
85,897 
6,996,740 
500,000 


$11,060,828 





1980 


Combined 
Funds 


$12,628,421 
11,013,674 
Siti 
6,996,500 
510,000 





Carrying values 


$26,121,587 


$2,588,450 


$2,131,297 


$390,750 


$31,232,084 


$31,721,368 





Market values 


Note E — Return on Investments 


Bonds and debentures: 

Canada 

Provincials 

Municipals 

Fixed rate callable deposits 

Other debentures 

Interest on cash and short- 
term deposits 


Fund A 


$1,098,273 
802,468 


700,000 
63,469 


600,909 


Fund B 


$157,415 
109,797 
24,464 


291,855 


93,374 


Fund D 


$ 9,938 
30,748 


24,627 


$23,257,223 


1981 


Combined 
Funds 


$1,310,384 
1,119,318 
24,464 
700,000 
63,469 


1,010,765 





$26,635,423 


1980 


Combined 
Funds 








$3,265,119 


$583,531 


$314,437 


$65,313 


$4,228,400 
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Notes To Financial Statements 


December 31, 1981 


Note F — Contingencies 


In accordance with established policy, the Corporation has 
guaranteed specific loans owing to certain credit unions and 
caisses populaires in Funds A and B. Under the terms of the 
loan guarantee agreements, the Corporation will become liable 
to those credit unions and caisses populaires in connection 
with the guaranteed loans that, at the end of a three-year 
period, are still outstanding and considered uncollectible. The 
guaranteed loans outstanding at December 31, 1981 aggregate 
$8,766,801. No provision has been made in 1981 for losses 
which might arise from these guarantees, as there is no 
reasonable basis on which to estimate potential losses at this 
time. 


In addition, during the year, the Corporation guaranteed a line 
of credit of $25,000,000 for a caisse populaire in Fund C. As at 
December 31, 1981 the actual amount drawn on the line of 
credit amounted to $20,500,000. This caisse populaire is 
experiencing financial diffculties and is now under the 


18 


direction of the Corporation. The amount of any contingent 
losses under the guarantee cannot be reasonably estimated at 
this time. 


Note G — Leases 


The Corporation leases office premises under an operating 
lease which expires in 1984. Minimum lease payments amount 
to $79,335 per annum. In addition, the lease requires contin- 
gent rentals based on increase in building operating costs over 
the base period. 


Note H — Reclassifications 


Certain of the prior year’s accounts have been reclassified to 
conform with the presentation adopted in the current year. 
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| 
) 


schedule of General and Administrative Expenses 


Year Ended December 31, 1981 





Advertising and promotion 
Annual report 
Audit 
Collection 
Consulting 
Depreciation and amortization 
Direct technical assistance 
Directors — remuneration 

— expenses 
Insurance 
Legal 
Miscellaneous 
Occupancy 
Printing, mailing and supplies 
Statistics gathering program 


Provision for doubtful accounts 


Telephone 
Travel 


1981 1980 
Combined Combined 
Fund A Fund B Fund C Fund D Funds Funds 


$ 48,497 
36,643 
16,484 
16,581 
16,299 
36,049 

104,433 
43,110 
26,810 
11,822 
49,396 
37,694 

122,743 
87,863 
79,462 

879 
27,309 
148,934 


$ 5,384 
3,949 
1,798 

544 
1,810 
4,428 

13,413 
4,689 
2,900 
1,559 
5,223 
20,375 
1711 
10,292 
8,602 
15,631 
5,393 
19,922 


57,320 

43,183 

19,449 

17,125 

19,265 

43,096 

117,846 

50,850 

31,606 

14,031 

74,451 

65,085 

149,075 

104,385 

937 93,685 
— 16,510 
539 34,907 
1,652 174,893 


$ 55,694 
45,998 
20,451 
23,955 
39,192 
55,298 

178,384 
41,426 
20,557 
16,415 
35,452 
42,939 

109,594 
54,036 

100,645 
25,491 

124,690 





Note: 





$911,008 


$143,023 


$12,800 $1,126,762 


$990,217 





Expenses not directly charged to a particular fund are allocated on the basis of assessments held in each fund. The distribution of 
allocable expenses during the year was as follows: 


Fund A 
Fund B 
Fund C 
Fund D 


January 1, to 


March 31, 1981 


84% 
10% 
5% 
1% 


100% 








April 1, to 
Dec. 31, 1981 
85% 

9% 

5% 

1% 


100% 
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Ontario Credit Union Movement 
Balance Sheet (Unaudited) * 


Assets 


Loans receivable 
Personal and other . 
Mortgage . 23.424. 

Less: Allowance for 
doubtful accounts .. 

Fixed Assets......... 

Other assets......... 


Liabilites 
Accounts payable .... 
Loans payable ....... 
Deposits and other... 
Share capital ........ 


Retained earnings and 
net wicome =. 


1981 
$ 464,800 
999,000 


1,692,600 
1,993,400 


(32,800) 
98,200 
70,800 


$4,886,000 


99,700 
136,100 
3,/86,900 
798,800 


$4,821,500 


64,500 
$4,886,000 


as at December 31, 1981 
In comparison with prior years (in thousands of dollars) 


1980 
$ 493,500 
646,800 


1,813,900 
1,981 300 


(25,900) 
94,600 
66,200 


$5,070,400 


77,400 
88,900 
3,814,000 
984,900 


$4,965,200 


105,200 


$5,070,400 


“Source: Statistics Gathering Program Ontario Share and Deposit Insurance Corporation 








-$ 336,300 


1,192,200 - 


131,500 
$4,755,600 | 


PR Pe OLR 1 ee ae en ee 


















1979 
956,200 


1,824,400 
1,920,200 


(22,400) 
83,300 
57,600 


$4,755,600 


76,400 
130,900 | 
3,224,600 — 


$4,624,100 
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Objects and By-laws of the Corporation 


On March 24, 1977, the Ontario Share and Deposit 
Insurance Corporation (OSDIC) was established 
under the Credit Unions and Caisses Populaires 
Act, Statutes of Ontario, 1976, Chapter 62. 


The Objects of the Corporation are: 


(a) to accumulate, manage, invest, disburse and 
pay out a separate fund for each league anda 
further fund for all independent members, 
such funds to be accounted for separately and 
each fund receiving the revenues or assets and 
bearing all direct charges and an appropriate 
portion of such other charges as may be 
applicable to it; 


(b) to provide, in its discretion, financial assistance, 
having regard to the liabilities and assets of 
each fund, for the purpose of assisting any 
credit union in the appropriate category in its 
continued operation or in the orderly 
liquidation of its operations; 


(c) to provide, for the benefit of persons having 
shares or deposits with credit unions in 
Ontario deposit insurance against loss of part 
or all of such shares or deposits, by making 
payments to such persons to the extent and in 
the manner authorized by this Act. 


By section 5 of Chapter 102 of the revised Statutes 
of Ontario, 1981, which received Royal Assent on 
December 17, 1981, a fourth object was added: 


(d) to provide, in its discretion, financial assistance 
for the purpose of assisting any league in its 
continued operation or in the orderly 
liquidation of its operations. 


In the fulfillment of these objects, the Corporation 


(1) insures each deposit with a credit union or 
Caisse populaire, except so much of any one 
deposit as exceeds $20,000 in accordance with 
By-law No. 3; 


(2) collects an assessment of one per cent of the 
total share capital and deposits of each credit 
union and Caisse populaire, as at the end of the 
first year of operation, and assesses or refunds 
at the end of each subsequent year an amount 
equal to the increase or decrease in the credit 
union’s or Caisse populaire’s share capital and 
deposits; 


(3) maintains a separate fund for member credit 
unions and caisses populaires which are 
affiliated with each of the Credit Union Central 
of Ontario, la Fédération des caisses 
populaires de |’Ontario, |’Alliance des caisses 
populaires de |’Ontario, and all unaffiliated 
credit unions and caisses populaires; 


(4) maintains, on the basis of examinations carried 
Out under the provisions of section 114 of the 
Act, or the scrutiny of auditors’ reports, 
continuing information of the financial 
operations and position of each credit union 
and caisse populaire; 


(5) accumulates, under the Corporation’s 
statistics gathering program, statistical data 
on the performance of all credit unions and 
Caisses populaires; 


(6) publishes guidelines on sound business and 
financial practices for Ontario credit unions 
and caisses populaires; 


(7) submits by-laws governing sound business 
and financial practices for the approval of 
the Lieutenant Governor in Council; 


(8) monitors and takes under direction credit 
unions and caisses populaires that are in 
financial difficulty; 


(9) provides financial assistance to credit unions 
and caisses populaires that are in financial 
difficulty in their continued operation or in 
their orderly liquidation in the form of loans 
at reduced rates, grants, loan guarantees, the 
acquisition of assets, etc. 


The By-laws of the Corporation are: 


BY-LAW NO. 14 
relating generally to the conduct of the affairs of 
the Corporation. 


BY-LAW NO. 2 
with respect to the borrowing of money by the 
Corporation. 


BY-LAW NO. 3 

with respect to the operation of a deposit 
insurance program for persons who are members 
of credit unions and caisses populaires. 


BY-LAW NO. 4 
with respect to the indemnification of directors and 
officers of the Corporation. 


The above By-Laws of the Corporation were 
approved by the Lieutenant Governor in 
Council on November 23, 1977. 


BY-LAW NO. 5 
with respect to a reserve for financial stability for 
credit unions and Caisses populaires. 


BY-LAW NO. 6 
with respect to an allowance for doubtful loans for 
credit unions and caisses populaires. 


By-Laws Nos. 5 and 6 were approved by the 
Lieutenant Governor in Council on May 14, 
1981, coming into effect July 1, 1981. 





Board of Directors and Committees 


Board of Directors 


Jean-Baptiste Alie, Hawkesbury 

Chairman 

nominated by la Fédération des caisses populaires 
Helen Anderson, Etobicoke 

representing the public and unaffiliates 

Herbert R. Balls, Ottawa 

representing the public and unaffiliates 

Leon Davey, Oshawa 

nominated by Credit Union Central 


Roger Frenette, Ottawa 

nominated by la Fédération des caisses populaires 
Warren J. Hanstead, Ottawa 

nominated by Credit Union Central 

André Martin, Orléans 

nominated by la Fédération des caisses populaires 
Jack C. Sibley, Toronto 

Vice-Chairman 

nominated by Credit Union Central 


Walter G. D. Stothers, Toronto 
representing the public and unaffiliates 


Committees 


Executive Committee: 
Jean-Baptiste Alie, Chairman 


Audit Committee: 
Herbert R. Balls, Chairman 


Jack C. Sibley, Vice-Chairman Leon Davey 
Herbert R. Balls Andre Martin 
Roger Frenette 
Walter G. D. Stothers 

Management Team 


Keith A. Mills, C.A., M.B.A. 

Stuart W. Hobbs, B.A., C.A. 

Neil A. M. de Valk 

Rudee Baksh, C.G.A., F.C.C.A. 
Bob Leshchyshen, M.B.A., F.1.C.B. 
John Zubick, C.1|.M. 


General Manager 

Executive Assistant to General Manager 
Manager, Administration 

Manager, Examinations & Statistics 
Manager, Direction and Monitoring 
Manager, Assistance Programs 
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Report of the Board of Directors 


The stability of Ontario’s credit unions and caisses popu- 
laires — while severely tested by economic and financial 
service environments of recent years — showed cause for 
increased optimism at the end of 1982. More important 
than the partial easing of conditions which led to opera- 
tional difficulties, and of greater significance than the 
prospects for continued economic recovery, have been 
the efforts of credit unions, caisses populaires, the 
leagues, and the Ontario Share and Deposit Insurance 
Corporation to devise and implement procedures, 
programs, and strategies that continue the emphasis on 
corrective measures and lay the basis for taking preven- 
tive action in the future. In doing so, the movement has 
strengthened its base of operations to ensure the 
presence of viable institutions which serve the financial 
and other needs of individual members. 


A glance at the economic statistics for 1982 reveals a 
steadily improving picture and the basis for a brighter 
outlook in 1983. The bank rate plummeted to 10.26% by 
the end of December, after beginning the year at 15%. 
The resulting declines in lending rates, along with a drop 
in the annualized inflation rate from 12.2% to the 10% 
level, already have begun restoring members’ borrowing 
activity. Consumer confidence in general remains at a 
historically low ebb, but is beginning to make significant 
gains as reported in the Conference Board of Canada’s 
year-end index of consumer attitudes. The drop in 
interest rates also was partially responsible for alleviating 
the cost of the asset-liability mismatch difficulties experi- 
enced by credit unions and caisses populaires of late. 
Improvements in this area can be credited as well to local 
initiatives in the use of margin management and variable- 
rate or shorter-term lending. These developments were 
complemented by an easing of narrow margins in the 
financial marketplace as deposit rates dropped faster 
than lending rates. Expert projections to year-end 1983 
indicate that a further decline in the prime rate is a 
reasonable possibility and that credit unions and caisses 
populaires may reap the benefits of improved margins 
and net income positions. 


Specific occurences of instability in the financial market- 
place during 1982 brought the case for increased levels of 
deposit insurance into the public limelight. Representa- 
tions made in the past by OSDIC to the Ministry of 
Consumer and Commercial Relations have stressed the 
need for adjustments to reflect inflation’s effect on the 
Original $20,000 ceiling and the corresponding increase in 
member's deposits. These efforts provided the informa- 
tion to support the Minister’s announced intention to 
introduce legislation, raising the limit to $60,000, retro- 
active to January 18, 1983. 


Economic dislocations underline the importance of 
sound business operations. The development of an Early 
Warning System and the publication of the manual of 
Sound Business and Financial Practices have helped 
credit unions and caisses populaires to anticipate and 
prevent problems before they occur. Within the context of 
its legislated objects, the Corporation, wherever possible, 
is placing the primary responsibility for action with the 
credit union or caisse populaire, which has the effect of 
ensuring autonomy at the local level. 


To establish a consensus for integrated reporting by 
auditors, in 1982, the Corporation conducted a survey of 
some 200 public accounting firms involved in the audits 
of credit unions and caisses populaires. In addition, as a 
result of dialogue initiated by OSDIC with the Institute of 
Chartered Accountants of Ontario in 1977, a committee 
on auditor’s reporting under the Credit Unions and 
Caisses Populaire Act has been set up to draft the neces- 
sary requirements and guidelines which will incorporate 
the standards set out in the Sound Business and Finan- 
cial Practices manual. 


The trend to amalgamation and other forms of merger 
within the Ontario system is part of the overall realign- 
ment and strengthening of the provincial movement. It, 
too, provides evidence that local organizations are 
increasingly assuming the responsibility for their own 
regulation and stability. In this spirit, the Board of 
Directors has started an in-depth review of OSDIC’s role 
within the movement. This review will be completed in the 
first half of the new year and will result in recommenda- 
tions to amend the governing legislation to take into 
account the new realities that we are experiencing. While 
awaiting the results of this study, no new permanent 
positions are being created within the Corporation. 


The inter-relation of events in 1982 show how the Ontario 
Credit union and caisse populaire system is comprised of 
dynamic and continuusly evolving structures. Part of this 
dynamism is the commitment by organizations such as 
OSDIC to an on-going process or re-examination and, 
where deemed necessary by appropriate parties, re- 
definition of roles. No organizational mission nor objects, 
regardless of how sacrosanct they may be in the present, 
can remain in a static position and retain their long-tem 
validity in an ever-changing environment. The ultimate 
objective always will be to maintain an appropriate 
balance between deposit protection and the needs of 
member organizations. 


On behalf ff the Board of Directors 


(eel 


Jean-Baptiste Alie, Chairman 





Report of Management 


1982 was another year of unsettled economic conditions. 
The first six months continued the trend established in 
1981 of declining assets, but the reduction in interest 
rates in the latter half of the year resulted in growth for the 
entire movement and the statistics at December 31, 1982 
showed a net increase in assets of some 6.6%. 


With OSDIC’s assistance, Ontario’s credit unions and 
caisses populaires in 1982 chose a number of options to 
solidify their positions and, in effect, strengthen the over- 
all movement. Thirty-six credit unions merged during the 
year — 34 of them at their own instigation — and will 
emerge as stronger, more viable member-service insti- 
tutions. OSDIC, as part of its mandate, helped assure the 
success of these negotiations with loan guarantees of 
$2.14 million, and grants totalling more than $288,000. As 
of year-end 1982, there were $8.7 million of outstanding 
loan guarantees by OSDIC. An accrued liability of $1.8 
million of this amount was established in accordance with 
generally accepted accounting principles. 


Even with the improvements in interest rates, operating 
margins and asset/liability matching, the economic 
environment still managed to exert considerable pressure 
on the movement. Forty-nine credit unions and caisses 
populaires were being monitored by OSDIC at year-end 
1982, up by 14 from the previous year. Another 17 
member institutions were brought under direction during 
the year, for a total of 68 as of December 31. That 
compares with 51 at the end of 1981. Credit unions and 
caisses populaires under direction or being monitored 
had combined assets of $1.95 billion and reported accu- 
mulated deficits of $74.6 million in 1982. In 1981, these 
figures stood at $1.3 billion and $42.5 million respectively. 


In order to combat future financial problems of member 
credit unions and caisses populaires, OSDIC continued 
to improve and refine the Early Warning System and its 
components. These components are: statistics gathering, 
financial analysis, examinations, and review of external 
audit output. 


The Deterministic Simulation Financial Model developed 
in 1980 was computerized during 1982. As a result, 
improvements were made in the performance of sensiti- 
vity analysis of credit unions and caisses populaires in 
financial difficulty and in determining strategies for 
survival of member institutions under direction. 


Credit unions and caisses populaires deserve praise for 
the expeditious manner in which they provide operational 
data. It has made possible OSDIC’s six-week turnaround 
in providing quarterly reports on movement statistics and 
trends. Detailed and personalized reports are being sent 
to each institution and others to the leagues and the 
Ministry of Consumer and Commercial Relations; 
summary reports also are being used by Statistics 
Canada, the Canadian Co-operative Credit Society, the 
Co-operators and CUMIS. For the second successive 
year, time and cost savings are being achieved as a result 
of the Director of Credit Unions’ use of OSDIC’s quarterly 
survey to replace similar data that was required in the 
Director's return. 


This process will be advanced further by the acquisition in 
late 1982 of an IBM Series | mini-computer, its installation 
in 1983 and the concurrent expansion of data bases and 
software programs to process this data. Analysis of an 
expanding range of accounting ratios by OSDIC provides 
insights into the comparative profitability, quality of 
assets, liquidity and financial stability of individual credit 
unions and caisses populaires. This is achieved by deter- 
mining average ratios for each of ten peer-group asset 
ranges and comparing them with the corresponding 
ratios of each of the Corporation’s members. 


Acceptance of external auditors’ reports in place of 
examinations by OSDIC results in significant economies 
and yields additional operational data. These integral 
components of the Early Warning System serve as a basis 
for risk identification and the development of stabilization 
strategies. Identifying problem areas before they reach a 
Critical stage — so that responsibility for action can be 
placed with credit unions and caisses populaires — is 
consistent with the concept of self-regulation. OSDIC’s 
legislated powers to monitor or take under direction 
member institutions in financial difficulty will remain in 
place, but their use can and will be minimized by the Early 
Warning System and other Corporation functions. In 
accordance with Section 114 of the Credit Unions and 
Caisses Populaires Act, OSDIC accepted, in place of 
examinations, the external auditors’ reports of all but 
three of the 594 credit unions and caisses populaires 
required to appoint outside auditors. 


A continuously increasing range of accounting ratios and 
an improved scoring system were applied in 1982 in the 
identification of credit unions and cCaisses populaires 
developing problems. This function is combined with 
analysis of financial statements and examinations, where 
required, in OSDIC’s Early Warning System. This total 
approach to early identification of risks will shift OSDIC’s 
focus from problem-solving to preventive action. It will 
also enable a greater proportion of its member institu- 
tions to assume the responsibility for implementing 
recommended stabilization strategies. This approach was 
presented in 1982 to credit union chapter meetings, and 
the Triennial Congress of the World Council of Credit 
Unions at a meeting of deposit insurers and provincial 
centrals. 


Ontario’s credit unions and caisses populaires have 
begun establishing the reserve for financial stability 
required under By-Law No. 5, which came into effect July 
1, 1981. There were 511 member institutions in com- 
pliance with tne by-law as of the end of that year, the first 
for which data is available. Another 112 were unable to 
comply because of a deficit, while 375 did not comply for 
reasons which included having a 1981 fiscal year ending 
before the by-law took effect. Also in 1982, policies were 
formulated to deal with relief applications. Generally, 
relief from making an allocation to the reserve is granted 
only where a credit union or caisse populaire has a deficit 
at the end of its fiscal year and where priority is accorded 
to specific practices and strategies to stabilize operations 
and generate financial recovery. 





New management staff were added in 1982, in response 
to the complexity of financial, economic, and legal 
environments in which OSDIC operates. The new posi- 
tions are Executive Assistant to the General Manager, 
with full bilingual capabilities, and Director of Legal 
Services. 


1983 is expected to be a year of transition that will test 
both the individual and organizational abilities within the 
Ontario movement. OSDIC has prepared itself to meet 
the challenge by establishing the following projects and 
priorities: 


® further implementation of By-Law No. 5 and the six- 
year plan, to 1987, used by member institutions to 
establish a reasonable level of reserves 


® continued assistance to credit unions and caisses 
populaires in their overall application of sound busi- 
ness and financial practices, particularly in their estab- 
lishment of sound standards of financial performance 
and analysis 


®@ on-going development, review, and enhancement of 
the Sound Business and Financial Practices and 
Statistics Users manuals 


® improvement in OSDIC’s statistics gathering pro- 
cesses and specifically in its development of new in- 
house computer facilities 


@ liaison with the Institute of Chartered Accountants of 
Ontario, auditors, leagues, and the Ministry of Con- 
sumer and Commercial Relations, to achieve inte- 
grated reporting by external auditors of credit unions 
and caisses populaires 


® continuing representations to the Federal Department 
of Finance for tax amendments that would allow for 
the deduction of financial assistance to member insti- 
tutions in determining net taxable income 

® on-going evaluation of the adequacy of OSDIC’s share 
and deposit insurance funds, based on anticipated 
disbursements, quarterly statistical reports and the 
adequacy of fund and probability of financial distress 
model. 


On behalf of the Management, 


Keith A. Mills, C.A., M.B.A. 
General Manager 


Balance Sheet 


Ontario Share and Deposit Insurance Corporation 


December 31, 1982 





Assets 

Cash and short-term deposits 
Loans receivable — Note C 
Accounts receivable 


Accrued interest 





Income taxes recoverable 
Investments — Notes D and F 


Fixed Assets — net of accumulated 
depreciation of $175,760 
(1981 — $132,270) 


Liabilities 
Payables and accruals 
Income tax payable 


Deferred income tax 


Fund Balances 
Share and deposit insurance funds 


Accumulated net earnings 
Contingencies — Notes G and H 


Approved by the directors: 


See notes to financial statements 





FundA 


$ 5,281,726 
8,979,413 
23,791 
6115259 
460,050 
22,445,192 


292,085 


$38,093,516 


$ 2,069,229 


770,200 


2,839,429 


31,344,608 
3,909,479 


35,254,087 


$38,093,516 


Director 


Director 


FundB 


$1,767,834 
331,153 
10,183 
54,130 
17,700 
1,951,789 


3,038 


$4,135,827 


$ 99,302 


13,500 


112,802 


3,288,089 
734,936 


4,023,025 


$4,135,827 


FundC 


$1,665,129 


33,063 
35,900 
TANS 713 


$2,847,805 


$ 23,816 


2,146,898 
609,491 


2,756,389 


$2,847,805 





Fund D 


$152,953 


3,928 


391,188 


$554,069 


$ 9,401 
9,150 
(2,800) 


15,751 


466,867 
71,451 


538,318 


$554,069 





















1982 1981 
Combined Combined 
Funds Funds 
$ 8,867,642 $ 4,073,553 
9,310,566 10,572,087 
33,974 89,480 
708,380 1,097,445 
513,650 — 
25,901,882 31,232,084 
295,123 WOO A57/ 
$45,631,217 $47,219,906 
$ 2,201,748 $ 1,144,195 
9,150 361,749 
848,500 390,000 
3,059,398 1,895,944 
37,246,462 40,840,188 
5) Syd) SI5y// 4,483,774 
42,571,819 45,323,962 
$45,631,217 $47,219,906 











Statement of Income 


Ontario Share and Deposit Insurance Corporation 


Year Ended December 31, 1982 


See notes to financial statements 





Auditors’ Report 


To the Board of Directors 

















1982 1981 
Combined Combined 
FundA FundB Fund C Fund D Funds Funds 
Income: ] 
Interest on mortgage $ 46,343 $ i — $ — $ 46,343 $ 69,301 
Investment income — Note E 3,043,846 443,331 310,108 62,141 3,859,426 4,228,400 
Other 39,718 SWAT 5,309 — 46,404 41,318 
3,129,907 444,708 315,417 62,141 3,952,173 4,339,019 
Expenses: 
General and administrative 870,626 116,330 61,653 13,314 1,061,923 1,389,596 
Salaries and benefits 1,479,715 136,698 49,831 15,451 1,681,695 1,240,609 
2,350,341 253,028 111,484 28,765 «2,743,618 + —-2,630,205 
Income before taxes 779,566 191,680 203,933 33,376 1,208,555 1,708,814 
Income taxes: 
Current (162,467) 59,458 32,828 15,753 (54,428) 538,700 
Deferred 399,000 (2,600) 30,000 (5,000) 421,400 = 
236,533 56,858 62,828 10,753 366,972 538,700 
Net Income $ 543,033 $134,822 $141,105 $22,623 $ 841,583 


$1,170,114 





In Our opinion, these financial statements present fairly 








Ontario Share and Deposit Insurance Corporation 


We have examined the balance sheet of Ontario Share 
and Deposit Insurance Corporation as at December 31, 
1982 and the statements of income, fund balances and 
changes in financial position for the year than ended. 

Our examination was made in accordance with generally 
accepted auditing standards, and accordingly included 
such tests and other procedures as we considered neces- 
sary in the circumstances. 





the financial position of the Corporation as at December 
31, 1982 and the results of its operations and the changes 
in its fund balances and its financial position for the year 
then ended in accordance with generally accepted 


accounting principles and pursuant to the Credit Unions 
and Caisses Populaires Act applied on a basis consistent 
with that of the preceding year. 


Gracey Wherry 


February 11, 1983 





Statement of Fund Balances 


Ontario Share and Deposit Insurance Corporation 


Year Ended December 31, 1982 


Share and deposit insurance funds net 
of financial assistance provided: 


Assessments received from member 
institutions: 


At beginning of year 


Assessments received 
(refunded) in the year 


Assessments returned to dissolving 
member institutions 


Accumulated financial assistance 
provided to member institutions: 


In previous years 


In the current year 


Balances at end of year 
Accumulated net earnings: 
Balance at beginning of year 
Net income 


Accumulated Net Earnings 
at End of Year 


Fund Balances at End of Year 


See notes to financial statements 
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FundA 


$40,184,698 


(1,372,586) 


(7,481) 


38,804,631 


5,650,029 
1,809,994 


7,460,023 


31,344,608 


3,366,446 


543,033 


3,909,479 


$35,254,087 


FundB 


$4,463,175 


(71,285) 


(9,114) 


4,382,776 


896,053 
198,634 


1,094,687 


3,288,089 


600,114 


134,822 


734,936 


$4,023,025 


FundC 


$2,257,891 


(110,993) 


2,146,898 


2,146,898 


468,386 


141,105 


609,491 


$2,756,389 





1982 1981 
Combined Combined 
Fund D Funds Funds 


$480,506 


(13,639) 


466,867 


466,867 


48,828 


22,623 


71,451 


$538,318 


$47,386,270 
(1,568,503) 


(16,595) 
45,801,172 


6,546,082 
2,008,628 


8,554,710 


37,246,462 


4,483,774 
841,583 


5,325,357 


$42,571,819 


$44,350,604 
3,038,998 


(3,332) 
47,386,270 


2,009,499 
4,536,583 


6,546,082 


40,840,188 


3,313,660 


1,170,114 


4,483,774 


$45,323,962 








Statement of Changes in Financial Position 


Ontario Share and Deposit Insurance Corporation 


Year Ended December 31 


Financial Resources Provided 


Net income 

Amortization — bond premiums 
(discounts) 

Amortization — investment losses 

Depreciation and amortization 

Loss on disposal of fixed assets 

Deferred income taxes 


Decrease in loans receivable 

Increase in payables and accruals 
Decrease (increase) in accounts receivable 
Proceeds on sale of fixed assets 
Proceeds on sale of investments 
Proceeds on maturity of investments 
Decrease (increase) in accrued interest 


Financial Resources Applied 


Purchase of investments 
Decrease (increase) in share and 

deposit insurance funds 
Decrease (increase) in income tax payable 
Purchase of fixed assets 
Assistance to member institutions 
Income taxes recoverable 


Increase in Cash and Deposits 
Cash and deposits, beginning of year 


Cash and Deposits, End of Year 


See notes to financial statements 


1982 


Combined 
Funds 


$ 841,583 


(25,730) 
8,128 
43,675 
51 
458,500 


1,326,207 


1,261,521 
1,057,553 
55,506 

280 
11,720,250 
5,347,805 
389,065 


19,831,980 
ZAG OO OF, 


115 420;250 


1,585,098 
352,599 
183,873 

2,008,628 
513,650 


16,364,098 


4,794,089 
4,073,553 


$ 8,867,642 


1981 


Combined 
Funds 


$1,170,114 


(8,217) 


43,096 
226 


209,219 


488,741 
761,085 
(44,536) 
35 
497,500 
(53,133) 


1,649,692 
2,854,911 


(3,035,666) 

(382,349) 
10,874 
4,536,583 


1,129,442 


1,725,469 
2,348,084 


$4,073,553 
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Notes to Financial Statements 


Ontario Share and Deposit Insurance Corporation 
December 31, 1982 


Note A — General 


The Ontario Share and Deposit Insurance Corporation was 
established as a corporation without share capital on March 24, 
1977 under the provisions of The Credit Unions and Caisses 
Populaires Act, 1976, Chapter 62, Statutes of Ontario (the Act). 


The Corporation's principal objectives are to provide financial 
assistance to Ontario credit unions and caisses populaires in 
their continued operations or in the orderly liquidation of their 
operations, and to provide insurance on shares and deposits of 
members of credit unions and caisses populaires. Assessments 
are made against member institutions based on shares and 
deposits held by them. These assessments are maintained in 
separate funds according to membership in each league or 
federation incorporated in Ontario, and a separate fund is 


maintained for unaffiliated credit unions and caisses populaires. 


For the purpose of these financial statements, the separate 
funds are identified in the following manner: 


Credit Union Central of Ontario affiliates — FundA 
La Federation des caisses populaires de 
Ontario limitée, affiliates — FundB 


Unaffiliated credit unions and caisses 
populaires — FundC 


L’Alliance des caisses populaires de 
l'Ontario limitée, affiliates = (ruin! |D 


Note B — Summary of Significant Accounting Policies 


Significant Accounting Policies: The financial statements have 
been prepared in accordance with accounting practices 
prescribed in The Credit Unions and Caisses Populaires Act, 
(the Act), including the following: 


Fund Balances: Each year, in accordance with Section 111 of 
the Act, the Corporation assesses or refunds to members an 
amount equal to 1% of the increase or decrease in their total 
share capital and deposits. These amounts are credited or 
charged directly to the appropriate Share and Deposit 
Insurance Fund. 
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Accumulated Net Earnings: In accordance with Section 113 of 
the Act, the Corporation maintains for each Share and Deposit 
Insurance Fund an account known as Accumulated Net 
Earnings. 


In addition, the financial statements are prepared in accordance 
with generally accepted accounting principles, and reflect the 
following policies: 


Loans Receivable: The Corporation acquires title to loans 
made by credit unions and caisses populaires to their 
members when carrying out its objective of providing 
financial assistance to member institutions. Since the 
collection of many of these loans is uncertain, interest is 
recorded only when received. 


Investments: The Corporation regards its investments in debt 
securities as part of its investment policy. Accordingly, 
management invests primarily in bonds, debentures and 
guaranteed investment certificates which are held to maturity; 
amortizes bond premiums and discounts pro rata to maturity 
and accrues interest earned. The Corporation employs the 
Deferral and Amortization method of accounting for gains 
and losses on the sale of long-term investment securities 

for yield considerations with the whole proceeds being rein- 
vested in replacement securities. Under this method the gain 
or loss arising is deferred and amortized on a straight-line 
basis over the period to maturity of the securities sold. 


Fixed Assets, Depreciation and Amortization: Fixed assets 
are stated at acquisition cost. Depreciation is provided on the 
diminishing-balance method at the rate of 20% for furniture 
and equipment. Leasehold improvements are amortized ona 
Straight-line basis over the term of the lease. 


Income Taxes: Deferred income taxes arise principally from 
(1) timing differences in reporting depreciation expense for 
tax and financial reporting purposes (2) the exclusion of 
some accrued interest from income for tax purposes (3) an 
investment reserve claimed for income tax purposes and (4) 
the use of the Deferral and Amortization method for losses 
on the disposal of investments. 





Notes To Financial Statements — continues 


Ontario Share and Deposit Insurance Corporation 
Year Ended December 31, 1982 


Note C — Loans Receivable 1982 1981 
FundA FundB Combined Combined 


Loans acquired from member 
institutions: 
Mortgages 8,088 $190,629 $ 198,717 271,067 
Personal 179,273 163,948 343,221 Sesi2o 


187,361 354,577 541,938 794,298 


Allowance for 
doubtful loans 101,937 23,424 125,361 119,381 
85,424 S3ip5o 416,577 674,917 
Loans to member 
institutions 8,500,000 — 8,500,000 9,500,000 
Mortgage loan 393,989 — 393,989 397,170 


$8,979,413 S3oij1O3 $9,310,566 $10,572,087 





Note D — Investments 1982 1981 


Combined Combined 
FundA FundB FundC Fund D Funds Funds 












Bonds and debentures at 
amortized cost: 
Canada $17,282,174 $1,269,957 $ 284,136 $ 97,655 $18,933,922 $12,621,046 
Provincials 2,950,600 611,206 624,478 293,533 4,479,817 11,028,401 
Municipals — — — = == 85,897 
Capital stock of trade associations 1,000 1,000 — — 2,000 2,000 
Fixed rate callable deposits — — — — = 6,994,740 
Other debentures 500,000 — — — 500,000 500,000 


Deferred investment losses (net 
of amortization) 1,711,418 69,626 205,099 — 1,986,143 — 
Carrying values $22,445,192 $1,951,789 G1 11S 71s $391,188 $25,901,882 $31,232,084 








$23,257,223 








Market values $19,988,061 $1,694,040 





$ 823,890 $340,230 $22,846,221 





Note E — Investment Income 1982 


Combined 
FundA FundB FundC Fund D Funds 


Bonds and debentures: 

Canada 859,077 155,820 $ 44,224 $ 9,938 $ 1,069,059 $ 1,310,384 
Provincials 791,003 109,197 176,020 30,748 1,106,968 LSBs 
Municipals — 1,799 — — 1,799 24,464 
Fixed rate callable deposits 656,713 — — — 656,713 700,000 
Other debentures 69,594 — — a 69,594 63,469 


Interest on cash and short- 

term deposits 674,690 176,742 90,534 21,455 963,421 1,010,765 
Amortization of deferred 

investment loss (7,231) (227) (670) — (8,128) — 


$ 3,043,846 443,331 $ 310,108 $ 62,141 $ 3,859,426 $ 4,228,400 
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Notes To Financial Statements — continues 


Ontario Share and Deposit Insurance Corporation 
Year Ended December 31, 1982 


Note F — Deferred Investment Losses 


During the year, the Corporation disposed of long-term invest- 
ment securities for proceeds of $11,720,250. The loss arising 
from the sale amounting to $1,994,271 has been deferred in 
accordance with the Deferral and Amortization method. This 
loss will be amortized over the period to maturity of the 
securities sold which ranges from 2000 to 2008. Approximate 
annual amortization is summarized as follows: 


Annually: 1983 to 2000 $97,500 
2001 to 2005 45,000 
2006 44,700 
2007 to 2008 26,700 


Note G — Contingencies 


In accordance with established policy, the Corporation has 
guaranteed specific loans owing to certain credit unions in 
Funds A and B. Under the terms of the loan guarantee agree- 
ments, the Corporation will become liable to those credit 
unions in connection with the guaranteed loans that, at the end 
of a three-year period, are still outstanding and considered 
uncollectible. The guaranteed loans outstanding at December 
31, 1982 aggregate $8,680,357. Of this amount, provision of 
$1,787,998 in aggregate has been made in financial assistance 
for those loans which the Corporation estimates will be 
uncollectible. 


In addition, the Corporation has guaranteed a line of credit of 
$25,000,000 for a caisse populaire in Fund C. As at December 
31, 1982 the actual amount drawn on the line of credit 
amounted to $16,000,000. This caisse populaire is experiencing 
financial difficulties and is under the direction of the 
Corporation. The amount of the loss, if any, under the 
guarantee cannot be reasonably estimated at this time. 
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Note H — Leases 


The Corporation leases office premises under operating leases 
which expire in mid 1984. Minimum lease payments amount to 
$121,779 in 1983 and $60,890 in 1984. In addition, the lease 
requires contingent rentals based on any increase in building 
operating costs and taxes over the base period. 


Note | — Pension Plans 


The Corporation has a defined contribution pension plan, 
covering substantially all its employees, which is subject to 
actuarial valuation every three years. The total pension expense 
for the year was approximately $74,500 (1981 — $64,700). 


The actuarial valuation on August 31, 1981 by an independent 
actuary showed no unfunded liability. 


Note J — Subsequent Event 


In late 1981 and early 1982, anumber of credit unions withdrew 
from membership in the Credit Union Central of Ontario 

(Fund A) under Section 12 (6) of the Credit Unions and Caisses 
Populaires Act. The amount of the assessment deposits paid 
by these credit unions, as recorded on the Corporation’s 
financial statements as at December 31, 1982, is approximately 
$7,100,000. The Corporation will be transferring these deposits 
between funds on receiving the approval of the Superintendent 
of Insurance, as required under Section 113 (3) of the Act. 


Note K — Reclassifications 


Certain of the prior year’s accounts have been reclassified to 
conform with the presentation adopted in the current year. 


Auditors’ Report On Other Financial Information 


The audited financial statements of the Corporation and our examination of the financial statements and, in our 
our report thereon are presented in the preceding section opinion, is fairly stated in all material respects in relation 
of this report. The information presented hereinafter is for to the financial statements taken as a whole. 

purposes of additional analysis and is not required fora 

fair presentation of the financial position, results of Y/; : 

operations, statement of fund balances, or changes in 1353 x 

financial position of the Corporation. Such information 

has been subjected to the auditing procedures applied in February 11, 1983 





Schedule of General and Administrative Expenses 








| 1982 1981 
Combined Combined 

FundA FundB Fund C Fund D Funds Funds 

Advertising and promotion $ 19,372 Se 054 $ 1,139 $ 229 $ 22,791 Sm 57020 
Annual report 15,676 1,660 922 184 18,442 43,183 

Audit 18,700 1,980 1,100 220 22,000 19,449 
Collection 10,197 LET —_ — 14,774 tates 
Consulting 14,735 1,560 867 173 17,335 19,265 
Depreciation and amortization 36,520 4,442 2 Witt 536 43,675 43,096 
Direct technical assistance 12,617 2,278 _ = 14,895 117,846 
Directors — remuneration 28,618 3,030 1,683 Col 33,668 50,850 

— expenses 19,344 2,048 1,138 227 PP T/Sy 31,606 
' Insurance eA 2,665 825 165 19,426 14,031 
| Legal 35,927 6,626 9,987 297 52,837 74,451 
Miscellaneous 53,742 9,045 6,646 1,651 71,084 65,085 
Occupancy 164,388 20,242 9,810 2,459 196,899 149,075 
Printing, mailing and supplies 52,660 6,818 3,159 850 63,487 104,385 
Statistics gathering program ao OIG 12,660 7,034 1,407 140,674 93,685 
Telephone 36,831 6,259 2,283 870 46,243 34,907 
Travel 215,955 28,389 4,770 1,959 251,073 174,893 
Examination fees — — Sls 1,750 9,863 279,344 
$870,626 $116,330 $61,653 $13,314 $1,061,923 $1,389,596 


Note: Expenses not directly charged to a particular fund are allocated on the basis of assessments held in each fund. The distribution 
of allocable expenses during the year was as follows: 


FundA 85% 
FundB 9% 
Fund C 5% 
Fund D 1% 

100% 





ute 





Ontario Credit Union Movement 


Balance Sheet (Unaudited) * 


as at December 31, 1982 
(in millions of dollars) 








Assets 1982 
Cashes. ise ee ¢. 8140 
Investments. «4... 674.5 


Loans Receivable 


Personal and Other ~....-.. 1,621.3 
Mortgage 2.7 7.2. oe, | 1,964.2 
Less: Allowance for 
doubtfulaccounts<. 2.44 — 4 (42.9) 
EIxed Assets. 0a... 102.4 
Other Assets 3: 7. 139 
$5,207.4 
Liabilities 
Accounts Payable.» =#: 2°). * 108.6 
Loans Payable sx. 8e0 se $3.5 
beposits;and-@ther «23+, 78... 4,211.9 
share Gapital®s-.84 25s 72. | 770.1 
$5,174. 
Retained earnings and 
| MELINCOMEG. Fee. ea tee S30 
| $5,207.4 


| 


_ “Source: Statistics Gathering Program Ontario Share and Deposit Insurance Corporation 


1981 
$ 464.7 
399.0 


1,692.6 
1,993.4 


(32.8) 
98.3 


70.8 
$4,886.0 


Sle Ti 
136.1 
3,786.9 


(Sioa 
$4,821.5 


64.5 
$4,886.0 
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Objects and By-Laws of the Corporation 


The Ontario Share and Deposit Insurance Corporation 
(OSDIC) was established on March 24, 1977, under the 
Credit Unions and Caisses Populaires Act, Statutes of 
Ontario, 1976, Chapter 62. 


By section 5 of Chapter 102 of the Statutes of Ontario, 
1981, which received Royal Assent on December 17, 1981, 
the Corporation's objects were expanded further. 


By Chapter 46 of the Statutes of Ontario, 1983 (Bill 71), 
assented to on June 21, 1983, the objects of the 
Corporation were revised. 


The revised objects of the Corporation are: 


Section 101(1) 


(a) to provide, for the benefit of persons having shares or 
deposits with credit unions and caisses populaires in 
Ontario, deposit insurance against loss of part or all of 
such shares or deposits, by making payment to the 
persons to the extent and in the manner authorized 
by this Act: 


(b) to act as the administrator of any credit union or 
Caisse populaire in respect of which reserves fall 
below a level designated by the Director and, where 
necessary to act as the liquidator of a credit union or 
Caisse populaire; 


(Cc) to provide, in its discretion, financial assistance for the 
purpose of assisting a league, a credit union or caisse 
populaire in its continued operation or in the orderly 
liquidation of its operations; 


(d) to collect and accumulate statistics related to credit 
unions, Caisses populaires and leagues as may be 
necessary for insurance, league, credit union, caisse 
populaire, and Ministry purposes, and to publish 
system statistics as may be appropriate. 


Section 101(2) 


The Corporation has the power to appoint an 
administrator or liquidator to do any act that the 
Corporation may do under subsection (1)(b). 


Section 101a 


When requested by a league or by credit unions and 
Caisses populaires that are not members of a league, 
the Corporation shall, when authorized by the 
Director, establish and maintain a stabilization fund 
for the benefit of the league or those credit unions 
and caisses populaires. 


In accordance with the foregoing objects, the 
Corporation 


(1) insures each deposit with a credit union or caisse 
populaire, except so much of any one deposit as 
exceeds $60,000 subject to By-Law No. 3: 


(2) establishes, within ninety days after the start of each 
calendar year, an annual premium for each credit 
union and Caisse populaire, under terms prescribed 
by the regulations, to meet its administrative costs and 
insurance funding and the Corporation may assess, 
accumulate, manage, invest, disburse and pay out of 
a fund created for the purpose any moneys needed to 
meet the claims of shareholders and depositors of 
Credit unions and caisses populaires that have 
received and maintained insurance standing; 


(3) issues an annual certificate of deposit insurance to 
each Ontario credit union and caisse populaire, 
Subject to such terms as the Corporation considers 
necessary to impose; 


(4) receives and reviews the annual audited financial 
statements of each credit union and caisse populaire 
prepared by auditors appointed under the Act: 


(5) accumulates and publishes statistical data on the 
performance of all Ontario credit unions and caisses 
populaires; 

(6) establishes and maintains an insurance reserve fund 
to provide for the continuance or orderly liquidation 
of any credit union or caisse populaire in financial 
difficulty. 


The Corporation, with the approval of the Lieutenant 
Governor in Council, has established six by-laws: 


BY-LAW NO. 1 
relating generally to the conduct of the Corporation. 


BY-LAW NO. 2 
with respect to the borrowing of money by the 
Corporation. 


BY-LAW NO. 3 

with respect to the operation of a deposit insurance 
program for persons who are members of credit unions 
and caisses populaires. 


BY-LAW NO. 4 
with respect to the indemnification of directors and 
officers of the Corporation. 


BY-LAW NO. 5 

with respect to a reserve for financial stability for credit 
unions and caisses populaires. 

BY-LAW NO. 6 


with respect to an allowance for doubtful loans for credit 
unions and caisses populaires. 


Report of the Corporation 








Legislation Operations 

On June 21, 1983, the Ontario Legislature enacted Bill 71, 1. Direction and Monitoring Programs 

an Act to amend the Credit Unions and Caisses A summary of the credit unions and caisses populaires 

Populaires Act. which had come under the Corporation's direction 

The Credit Unions and Caisses Populaires Act, 1976, was voluntarily, pursuant to section 116(2) of the Act, since 

introduced in a buoyant economic environment, which 1978, is as follows: 

| changed substantially in the late 1970's and early 1980's. 

The new Act was a direct response to the changing needs Pee 

of Ontario's credit unions and caisses populaires and their December 31. 

member shareholders and depositors. Retroactive to oe ier Ged Sein Ch edema slenee? ae 

January 7, 1983, the insurance coverage on individual 1978 6 4 = = 2 

members’ share and deposit insurance was increased 1979 Wi 6 2 1 8 

from $20,000 to $60,000. tee Oe Tey 2 9 
1981 44 16 S S 18 

In order to improve the financial stability of the movement, 1982 28 4 & 1 18 

the Act authorizes the Lieutenant Governor in Council to 1983 10 1 2 == 7 











establish regulations requiring credit unions and Caisses 
populaires to: 


(a) match the terms of investments and loans with the 
terms of deposits; 


) maintain surplus and capital equal to 5% of assets; 
c) meet specified criteria for branching; 
) invest in securities qualified for liquidity purposes, 


e) determine liquidity levels based on changing needs. 
As well, the Act provides for (a) more extensive auditors’ 
reports on (i) the operations and financial condition of 
each credit union and caisse populaire and (il) compliance 
with sound business and financial practices and the 
significant provisions of the Act, and (b) delegation of 
authority to approved stabilization funds for the 
rehabilitation of credit unions and caisses populaires in 
financial difficulty and the prevention of losses in others. 


The new legislation will have a significant effect on the 
future operations of the Corporation. The objects of the 
Corporation have been redefined, so as to allow it to 
operate primarily as a deposit insurer. The stabilization 
funds approved by the Director of Credit Unions and 
administered by the leagues or the Corporation will be 
delegated authority for correcting any operating or 
financial difficulties which their member credit unions and 
caisses populaires may encounter. 


In its role as a deposit insurer, the Corporation will 
establish and maintain an insurance reserve fund. In 
accordance with the Act, upon the establishment of the 
insurance reserve fund and the determination of the 
annual insurance premium for 1984, the balance of 
assessments will be repaid to credit unions and caisses 
populaires in the manner in which the assessments were 
collected. 


on 45 21 9 62 


Of the 62 credit unions and caisses populaires which 
were under direction at December 31, 1983, 2 were ina 
surplus position, 24 were earning profits and 36 were 
still incurring losses. 


Since the Corporation's inception, 125 credit unions 
and caisses populaires have been merged and 32 have 
been dissolved. At December 31, 1983, 40 credit unions 
and caisses populaires were being monitored by the 
Corporation. 


The 102 credit unions and caisses populaires which 
were under the direction of or being monitored by the 
Corporation at December 31, 1983, had combined 
assets of $1.64 billion. Eighty-two of these credit unions 
and caisses populaires reported deficits of $82.3 
million, while 20 reported surpluses of $2.2 million. 
Comparisons with December 31, 1982 indicated that 
the 117 credit unions and caisses populaires which 
were under direction, or being monitored at that time, 
had combined assets of $1.95 billion. One hundred and 
five of these credit unions and caisses populaires 
reported deficits of $75.5 million, while 12 reported 
surpluses of $0.9 million. 


The conditions of direction agreements for 8 caisses 
populaires were rescinded by the Corporation, effective 
October 31, 1983, when la Federation des caisses 
populaires de l'Ontario Inc. assumed stabilization 
authority for them. Also, the Corporation released one 
credit union from the conditions of direction, pursuant 
to section 117 of the Act, as that credit union had 
recovered to a satisfactory financial condition. During 
1983, an additional 7 credit unions and caisses 
populaires signed direction agreements. 


It is expected that during 1984 stabilization funds or 
loss prevention and rehabilitation services, approved 
by the Director of Credit Unions, will assume the 
authority for those credit unions and caisses populaires 
which were under the Corporation's Direction and 
Monitoring Programs at December 31, 1983. 


. The Corporation's Financial Assistance Programs 
1977-1983 


The Corporation continued to provide financial and 
technical assistance during 1983, but this was reduced 
gradually following the mid-year change in legislation, 
which provided for a transfer of rehabilitation functions 
to approved stabilization funds. 


Financial Assistance for Mergers and Dissolutions 
in 1983 


Mergers 


Twenty-five credit unions merged during 1983 as 
compared to 36 during 1982 and 27 during 1981. The 
responsibility for merger negotiations under way at 
December 31, 1983, for 16 credit union members of the 
Credit Union Central of Ontario was transferred to the 
Central, following the establishment of its stabilization 
functions. 


Funds were provided in respect of the deficits of 8 
credit unions which merged during the year. Further, 
the Corporation entered into loan guarantees with 10 
member institutions; the amount involved was $2.7 
million and the period was generally for a duration of 
three years. Existing loan guarantees which matured 
resulted in the Corporation paying $1.4 million in 
respect of the settlement of 302 loans. 


Dissolutions 


During 1983, 7 member institutions in the process of 
winding up their affairs received advances of 
$2,376,982 to allow settlement of the claims of their 
member shareholders, depositors and creditors. The 
Corporation also assumed 128 loans with a combined 
value of $243,720 from 6 of these member institutions. 
Finally, the Corporation assumed deficits in respect of 
these 7 credit unions totalling $2,260,206. 


Members’ Assessment Balances 


During the period December 1, 1977 to December 31, 
1983, the original and annual assessment levies 
contributed directly by member institutions formed the 
capital of the several insurance funds of the 
Corporation and provided the principal means by 
which the Corporation's policy on financia! assistance 
was carried out. 


Financial Assistance Provided by the Corporation 
1977-83 


Since its inception, the Corporation provided the 
following financial assistance and guarantees. 


Financial Assistance Millions 


(a) Income foregone on interest-assisted 
loans of $19.2 million to 9 member 
institutions 54 


(b) Direct grants made to offset deficits 
and to purchase problem assets in 


respect of 50 member institutions SHS 
(c) Funds advanced to assist in the orderly 
winding up of 32 member institutions Se 
$18.1 
Guarantees 


(a) Loan guarantees for periods of up to 


three years for 48 member institutions $15.9 

(b) Guaranteed lines of credit for 34 
member institutions Sie5 
$47.4 


. Statistical Services 


The Corporation's data base was expanded in the year 
to include data on deposits covered by insurance and 
on the rate sensitivity of the assets and liabilities of 
Ontario's credit unions and caisses populaires. These 
data will enable the Corporation to monitor non- 
insured/insured deposit levels and the extent to which 
individual credit unions and caisses populaires are 
improving the matching of their assets and liabilities. 


Statistical requirements of the leagues and the Ministry 
are being defined, and their impact on the 
Corporation's statistical system is being determined. 


. Examinations and Audit Review 


In accordance with section 114 of the Act, the 
Corporation reviewed and accepted the audited 
financial statements of 586 credit unions and caisses 
populaires. Additionally, 217 auditors’ management 
letters to credit unions and caisses populaires were 
reviewed, allowing the Corporation to identify and 
follow up on the operational improvements 
recommended by the auditors. 


For those credit unions and caisses populaires that 
were not required to appoint external auditors under 
section 62 of the Act, 221 examinations were 
completed by the Corporation; in addition, a further 91 
examinations not completed at December 31, 1983, 
have been contracted out, following the Corporation's 


reduction in staff complement. 


A significant change, brought about by the 1983 
amendments to the Credit Unions and Caisses 
Populaires Act, was the mandatory requirement for all 
credit unions and caisses populaires to have their 
affairs audited by an external auditor. 


. Future Developments 


A research study has been undertaken to determine the 
minimum size of the insurance reserve fund and the 
feasibility of using risk-sensitive insurance premiums. It 
is expected that eventually premiums will be more 
closely linked to risk, such as interest rate sensitivity, 
default risk, operating risk and capital adequacy, as 
measured by financial variables, thereby influencing 
risk-return trade-off decisions made by credit unions 
and caisses populaires. 

















Subsection 109(4) of the Credit Unions and Caisses 
Populaires Amendment Act, 1983, introduced the 
concept of annual renewal of deposit insurance to 
enable the Corporation, as a deposit insurer to control 
the level of risk to which it is exposed. Such control will 
be exercised partly through renewal of deposit 
insurance subject to conditions, such as, for example, 
the implementation of measures within specified times 
to correct effectively an unsatisfactory financial 
condition or unsound business and financial practices. 
In addition, section 110 of the Act allows for 
cancellation of deposit insurance. 


It is anticipated that existing deposit insurance will be 
converted to an annual renewal basis as soon as the 
relevant regulations have been approved by the 
Lieutenant Governor in Council. Information regarding 
procedures for annual renewal will be transmitted to all 
credit unions and caisses populaires in 1984. 


The corporation has the authority, under section 101(1) 
(b), to act as an administrator of any credit union or 
caisse populaire the reserves of which have fallen 
below a level designated by the Director of Credit 
Unions. Under subsection 101(2) of the Act, the 
Corporation has the power to appoint an administrator 
to act on its behalf in this regard. 


Stabilization funds will be involved in assisting credit 
unions and caisses populaires which are unable to 
meet the designated reserve level. Accordingly, it is the 
intention of the Corporation to delegate to these 
stabilization funds, through leagues, and by contract, 
the authority to take corrective action to protect its 
interest as the deposit insurer. 


Ontario’s Credit Unions and Caisses Populaires 


The economic environment improved steadily during 1983 
as interest rates stabilized, with bank prime rate standing 
at 11% at December 1983. The rate of inflation had 
decreased from 10% at the beginning of 1983 to 4.5% at 
December 1983. 


The comparatively stable and substantially improved 
economic conditions allowed credit unions and caisses 
populaires to compete more effectively in the market. As a 
result, most indicators of credit unions’ and caisses 
populaires’ performances have exhibited significant 
improvement in 1983 compared with 1982, as outlined in 
the attached consolidated balance sheet. 


Gross margin as a percentage of average assets increased 
by 26.6% from 3.57% to 4.24% while the return on average 
assets increased from 0.24% to 0.65%, in comparison with 
0.78% for banks and 0.70% for trust companies. 


As a percentage of loans receivable, gross delinquency 
decreased from 1.84% to 1.52%, while the allowance for 
doubtful loans decreased from 1.20% to 0.99% reflecting 
better economic conditions and improved collection 
procedures within credit unions and caisses populaires. 


On behalf of the Board of Directors 


Li eros 


Walter G. D. Stothers, Chairman 


Balance Sheet 


Ontario Share and Deposit Insurance Corporation 








December 31 





— 





1983 1982 
Assets 
Cash and short-term deposits $13,283,190 $ 8867642 
Loans receivable — Note C 10,498 550 9,310,566 
Accounts receivable 321,823 33 974 
Accrued interest 891 385 708 380 
Income taxes recoverable a 513,650 
Investments — Notes D and F 21,756,984 25,901 882 
Fixed Assets — net of accumulated 
depreciation of $275,511 (1982 — $175,760) 299,375 295,123 
$47 051 307 $45 631,217 
Liabilities 
Payables and accruals oe 1,005.20 $ 2,201,748 
Accrued relocation expense — Note F 125,000 — 
Income tax payable 96,378 9 150 
Deferred income taxes 258,500 848 500 
2,475,129 3,059 398 
Fund Balances 
Share and deposit insurance funds 40,453 842 37,246 462 
Accumulated net earnings 4,122 336 Foca eon 
44 5/6,178 42.571,819 
Contingencies and Commitments — Note G 
$47 051 307 $45,631,217 


See notes to financial statements 


Approved by the directors: 


| LE WE oe Director 
































Statement of Income 


Ontario Share and Deposit Insurance Corporation 











Year Ended 
December 31 
1983 1982 
Income: 
Interest on mortgage $ 45 950 S 46348 
Investment income — Note E SPOICALLO 3,859 426 
Other 78,241 46 404 
3,696 917 3,952,173 
Expenses: 
General and administrative Leos 1.061.923 
Salaries and benefits 1,964,260 1,681,695 
3,345 333 2.743.618 
INCOME BEFORE INCOME TAXES 
AND EXTRAORDINARY ITEM 351 584 1,208 555 
Income taxes: 
Current 150,000 (54,428) 
Deferred (44,500) 421 400 
105,500 366,972 
INCOME BEFORE EXTRAORDINARY ITEM 246 084 841 583 
Extraordinary item — Note F 1,449,105 — 
NET INCOME (LOSS) 


See notes to financial statements 








$ (1,203,021) $ 841,583 














Auditors’ Report 


To the Board of Directors 
Ontario Share and Deposit Insurance Corporation 


We have examined the balance sheet of Ontario Share 
1983 and the statements of income, fund balances and 
examination was made in accordance with generally 


such tests and other procedures as we considered 
necessary in the circumstances. 





and Deposit Insurance Corporation as at December Sale 
changes in financial position for the year then ended. Our 


accepted auditing standards, and accordingly included 


In our opinion, these financial statements present fairly the 
financial position of the Corporation as at December Sil. 
1983 and the results of its operations and the changes in 
its fund balances and its financial position for the year 
then ended in accordance with generally accepted 
accounting principles applied on a basis consistent with 
that of the preceding year. 


Eat y Winery 


February 29, 1984 





or a 








Statement of Fund Balances 


Ontario Share and Deposit Insurance Corporation 





Year Ended 
December 31 


1983 


1982 











Share and deposit insurance funds 
net of financial assistance 
provided: 


Assessments received from 
member institutions: 


At beginning of year 

Assessments received 
(refunded) in the year 

Assessments returned to 
dissolving member institutions 


Accumulated financial assistance 
provided io member institutions: 
In previous years 
In the current year 

Recovery from extraordinary assessment 


BALANCE AT END OF YEAR 


Accumulated net earnings: 
Balance at beginning of year 
Net income (loss) 


ACCUMULATED NET EARNINGS 


FUND BALANCE 


See notes to financial statements 





$45,801,172 
4 030,981 


(6,889) 


49 825 264 


8,554,710 
4.148.741 
(3,332,029) 


9,371,422 


40,453,842 


5 325,357 
(1,203,021) 


4.122 336 


$44,576,178 


$47 386,270 
(1,568,503) 


(16,595) 
45,801,172 


6,546,082 
2,008 628 


8,554,710 


37 246,462 


4 483,774 
841 583 


D320 ,000 


$42,571,819 


ey 














Statement of Changes in Financial Position 


Ontario Share and Deposit Insurance Corporation 














Financial Resources Provided 


Net income before extraordinary item 
Charges (credit) to income not affecting 
financial resources: 
Amortization — bond premiums 
(discounts) 
Amortization — investment losses 
Depreciation and amortization 
Gain on sale of investments 
Deferred income taxes 


Increase (decrease) in share and 
deposit insurance funds 

Extraordinary assessment 

Decrease (increase) in income taxes 
recoverable 

Increase (decrease) in income taxes 
payable 

Proceeds on sale of fixed assets 

Proceeds on sale of investments 

Proceeds on maturity of investments 





| Financial Resources Applied 


Purchase of investments 

Purchase of fixed assets 

Assistance to member institutions 

Increase (decrease) in loans 
receivable 

Increase (decrease) In account 
receivable 

Increase (decrease) in accrued 
interest 

Decrease (increase) in payables 
and accruals 





INCREASE IN CASH AND DEPOSITS 


Cash and deposits, beginning of year 


CASH AND DEPOSITS, END OF YEAR 


See notes to financial statements 











Year Ended 
December 31 

1983 1982 

$ 246,084 § 841583 
A5 535 (25,730) 

97 536 8,128 
100,108 43,675 

(24,278) — 
(44 500) 458 500 
420,485 1,326,156 
4024 092 (1 585,098) 
3,332 029 — 

513,650 (513,650) 
106,228 (352 599) 
3,078 Bei 

5 727 824 it 20'250 
— encr Wats Ole) 
13,706,901 14,617,039 
14,127 386 15,943,195 
3,590 324 ee O250 
107 438 183,873 
4148 741 2 008,628 
1,187 984 (1,261,521) 
287 849 (55,506) 
183,005 (389,065) 
206 497 (1.057553) 
9,711,838 11,149,106 
4415548 4,794 089 
8,867 642 4 073,553 
$13,283,190 $ 8867642 
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Notes to Financial Statements 


Ontario Share and Deposit Insurance Corporation 


December 31, 1983 


Note A — General 


The Ontario Share and Deposit Insurance Corporation 
was established as a corporation without share capital on 
March 24, 1977 under the provisions of The Credit Unions 
and Caisses Populaires Act, 1976, Chapter 62, Statutes of 
Ontario (the Act). 


The objectives of the Corporation, as set out in Bill 71 — 
an Act to amend the Credit Unions and Caisses 
Populaires Act — which was enacted on June 21, 1983, 
are: 


(a) To provide insurance on the shares and deposits of 
members of credit unions and caisses populaires; 


(6) To administer or to liquidate credit unions and 
caisses populaires; 


(c) To provide, in its discretion, financial assistance to 
credit unions, caisses populaires, and leagues; 


(d) Tocollect, accumulate, and publish statistics on 
credit unions, caisses populaires, and leagues. 


Bill 71 repealed the provisions of the Act requiring the 
maintenance of the separate assessment funds. Upon the 
establishment of an insurance reserve fund, and an annual 
insurance premium by the Corporation, any remaining 
balance of assessments held under the original provisions 
of section 111, is to be repaid to credit unions/caisses 
populaires in the manner in which the assessments were 
collected. 


Neither the insurance reserve fund, nor the annual 
insurance premium for 1984 have been conclusively 
established at the date of preparation of these financial 
statements. 


Notwithstanding the discontinuance of separate 
assessment funds, and the requirement to repay any 
remaining balance of assessments after the establishment 
of an insurance reserve fund and an annual insurance 
premium, these financial statements have been prepared 
on the going concern basis. 


Note B — Summary of Significant Accounting Policies 


Financial Assistance: At its discretion, the Corporation 
provides financial assistance to credit unions and caisses 
populaires for their continued operation or the orderly 
liquidation of their operations. Such financial assistance 
may be made in the form of interest-assisted loans, 
purchase of assets, advances, grants, loan guarantees, or 
line of credit guarantees. 


Loans, advances and assets purchased are recorded at the 
amount of cash disbursed. Any impairment in the value of 
these assets is charged to income as it arises. On loans 
acquired by the Corporation through the provision of 
financial assistance, interest Is recorded only when 
received due to the uncertainty of collectability. 


Grants are recorded as liabilities where they have been 
approved by the Board of Directors of the Corporation 
and all the conditions, if any, precedent to the provision of 
such grants, have been satisfied. Where all the conditions 
have not been satisfied, grants are disclosed as contingent 
liabilities. 

Outstanding guarantees of loans or lines of credit are 
disclosed as contingent liabilities. At such time as it 
appears likely that a loss will be sustained by the 
Corporation on guarantees, the estimated liability is 
accrued. 


Investments: Investments in bonds and debentures are 
carried at cost. Premiums and discounts are amortized 
over the period to maturity. The Corporation employs the 
deferral and amortization method of accounting for gains 
and losses on the sale of long-term debt securities where 
the proceeds are reinvested in replacement debt securities 
for yield considerations. Under this method, such gains or 
losses are deferred and amortized on a straight-line basis 
over the period to maturity of the securities sold. During 
the year, the balance of deferred losses was written off, as 
described in Note F. 


Fixed Assets, Depreciation and Amortization: Fixed 
assets are stated at cost. Depreciation is provided on the 
diminishing-balance method at the rate of 20% for 
furniture and office equipment and on a one third straight- 
line basis for computer equipment. Leasehold 
improvements are amortized on a straight-line basis over 
the term of the lease. 


Income Taxes: Deferred income taxes arise principally 
from (1) timing differences in reporting depreciation 
expense for tax and financial reporting purposes (2) the 
exclusion of some accrued interest from income for tax 
purposes and (3) an investment reserve claimed for 
income tax purposes. 











Notes to Financial Statements 


Ontario Share and Deposit Insurance Corporation 





























L 





NOTE C — Loans Receivable 1983 1982 
Loans acquired from member 
institutions: 
Mortgages $ 4,825 SOS 7 17 
Personal 223,381 343 221 
228 206 541 938 
Allowance for doubtful loans 120,072 125,361 
108,134 416,577 
Loans to member institutions 10,000,000 8,500,000 
Mortgage loan 390,416 393 989 
$10,498 550 $9 310,566 
NOTE D — Investments 1983 1982 
Bonds and debentures at 
amortized cost: 
Canada $16,772,034 $18,933,922 
Provincials 4 482 950 4479 817 
Capital stock of trade 
associations 2,000 2 000 
Other debentures 500,000 500,000 
Deferred investment losses 
(net of amortization) == 1,986,143 
Carrying values $21,756,984 $25 901 882 
Market values $20,198 495 $22 846 2271 
NOTE E — Investment Income 1983 1982 
— 
Bonds and debentures: 
Canada $1,976,169 $41,069,059 
Provincials ANSE SSH TE 1,106,968 
Municipals 3 1.799 
Fixed rate callable deposits = 656./143 
Other debentures 77,076 69 594 
Interest on cash and short- 
term deposits Hie tretees ei 963,421 
Gain on disposal of investments 24,278 
Amortization of deferred 
investment loss (97,536) (8,128) 
$3,572,726 $3 859 426 
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Notes to Financial Statements 


Ontario Share and Deposit Insurance Corporation 


Note F — Extraordinary Item 


Following the enactment Bill 71, the Corporation expects 
a reduction in staff and anticipated relocation costs as a 
result of such reduction have been accrued. 


In addition, Bill 71 provides for the return of any remaining 
balance of assessments to credit unions/caisse 
populaires. Accordingly, the amount of losses deferred 
under the deferral and amortization method on bonds 
previously sold has been written off in the current year. 


The costs recognized in 1983 on account of the 
Curtailment in the scope of operations are: 


Employee relocation costs $ 125,000 
Write off of deferred losses 
on investments 1,888 605 
Less income tax recovery 
— Current $ (27,000) 
— Deferred (537,500) (564,500) 
$1,449,105 


Note G — Contingencies and Commitments 


In accordance with established policy, the Corporation 
has guaranteed specific loans owing to certain credit 
unions. Under the terms of the loan guarantee 
agreements, the Corporation will become liable to those 
credit unions in connection with the guaranteed loans 
that, at the end of a three-year period, are still outstanding 
and considered uncollectible. The guaranteed loans 
outstanding at December 31, 1983 aggregate $7,287,346 
(1982—$8,680,357). Of this amount, provision of 
$1,327,120 (1982—$1,787,998) in aggregate has been 
made for those loans which the Corporation estimates will 
be uncollectible. 


In addition, the Corporation has guaranteed lines of credit 
for one credit union and one caisse populaire totalling 
$4,500,000. As at December 31, 1983, the actual amount 
drawn on the lines of credit amounted to $1,538,147. The 
amount of the loss, if any, under these guarantees cannot 
be reasonably estimated at this time. 


The Board of Directors of the Corporation has 
conditionally approved in principle the provision of 
financial assistance to facilitate the amalgamation of an 
unaffiliated caisse populaire, which at February 29, 1984 
had sustained a deficit of $18,966,605 and a deficiency in 
the market value of bonds of $2,662,154. This financial 
assistance may be funded partly by the utilization of the 
balance of assessments of the unaffiliated group of credit 
unions/caisses populaires. The balance of the required 
funding has yet to be determined by the Board of 
Directors of the Corporation. 


Note H — Leases 


The Corporation leases office premises under operating 
leases which expire in mid 1984 and on which minimum 
lease payments amount to $60,890. In addition, the lease 
requires contingent rentals based on any increase in 

building operating costs and taxes over the base period. 


Note | — Pension Plan 


The Corporation has a defined benefit pension plan, 
covering substantially all its employees, which is subject to 
actuarial valuation every three years. The total pension 
expense for the year was approximately $99,000 (1982— 
$74,500). 

The actuarial valuation on August 31, 1981, by an 
independent actuary showed no unfunded liability. 





Auditors’ Report On Other Financial Information 


Ontario Share and Deposit Insurance Corporation 
Don Mills, Ontario 


our report thereon are presented in the preceding 
section of this report. The information presented 
hereinafter is for purposes of additional analysis and is 
not required for a fair presentation of the financial 
position, results of operations, statement of fund 
balances, or changes in financial position of the 





The audited financial statements of the Corporation and 


Corporation. Such information has been subjected to 
the auditing procedures applied in our examination of 
the financial statements and, in our opinion, is fairly 
Stated in all material respects in relation to the financial 
Statements taken as a whole. 


OL 


February 29, 1984 











Balance Sheet (Fund Basis) 


Ontario Share and Deposit Insurance Corporation 


December 31, 1983 








Assets 
Cash and short-term deposits 
Loans receivable 

Accounts receivable 

Accrued interest 

Income taxes recoverable 
Interfund balance 
Investments 


Fixed Assets — net of 
accumulated depreciation of 
$275,511 (1982 — $175,760) 


Liabilities 

Payables and accruals 
Accrued relocation expense 
Income tax payable 


Deferred income tax 


Fund Balances 
Share and deposit insurance 
funds 


Accumulated net earnings 





See note to other financial information 


























1983 1982 

Combined Combined 

Fund A Fund B Fund C Fund D Funds Funds 

$ 7,843,588 $ 414097 $ 4 813,208 $212,297 $13,283,190 $ 8867,642 

7,948 006 2,550,544 — _ 10,498 550 9 310,566 

321,656 167 — —_ BP B38 33.974 

699 432 47 663 134 348 9,942 891 385 708,380 

— — — — _ 513,650 
(1,697,149) _ 1,697,149 — — 

14,990 466 1,885,655 4 489 237 391 626 21,756 984 25 901 882 

299 375 — — — 299 375 295 123 

$30,405,374 $4.898,.126 $11,133,942 $613,865 $47,051,307 GAS Con IIL 

S 174A SO $ 149.681 $ 58 801 Gril 289% 5S) 1995.25 § 2,201,748 

92.500 12.500 18,750 e250 125,000 

(4,502) 22,074 69,656 9,150 96 378 9150 

215,200 13,500 25,600 4 200 258,500 848 500 

AVMs 197,755 172,807 26 839 2,475,129 3.059 398 

25,664 109 3,994 897 10,294 821 500,015 40 453 842 37 246 462 

DES, 587 705,474 666,314 87,011 4.122 336 5 SOS) SIS 

28.327 646 4 700,371 10,961,135 587 026 44 576,178 42.571,819 

$30,405,374 $4,898,126 $11,133,942 $613,865 $47,051,307 $45 Seal Cay 

















Statement of Income (Fund Basis) 


Ontario Share and Deposit Insurance Corporation 


Year Ended December 31, 1983 








Fund A Fund B 
Income: 
Interest on mortgage $ 45,950 hoes 
Investment income 2,605,855 371,063 
Other 71,495 2,049 
2,128,300 Sion 
Expenses: 
General and administrative 1,082,879 152,100 
Salaries and benefits 1,686,218 148,073 
2,769,097 SOU RIZE 
Income (Loss) Before Income 
Taxes and Extraordinary Item (45,797) 72,939 
Income taxes: 
Current 41,000 26,800 
Deferred (57,000) (2,000) 
(16,000) 24,800 
Income (Loss) Before a 
Extraordinary Item (29,797) 48,139 
Extraordinary item 1,216,145 77,601 
Net Income (Loss) $ (1,245,942) $ (29 462) 





L See: 


See note to other financial information 














1983 1982 
Combined Combined 
Fund C Fund D Funds Funds 
hs — $ 45950 $ 46343 
537,131 58.677 S02 Wee 3,859 426 
4 697 — 78,241 46 404 
541,828 58.677 3,696 917 3,952,173 
123,742 PRB a2 1,381,073 1,061,923 
eA 12S: 1 964 260 1,681,695 
241,196 34 867 B64 SSS 2, 743.618 
300,632 23,810 351 584 1,208 555 
74,700 7 500 150,000 (54,428) 
14,500 — (44,500) 421 400 
89,200 7 500 105,500 366,972 
211,432 16,310 246,084 841 583 
154,609 750 1,449,105 == 
$56,823 $15,560  $ (1,203,021) $ 841,583 
ee eee | 








Statement of Fund Balances (Fund Basis) 


Ontario Share and Deposit Insurance Corporation 
Year Ended December 31, 1983 




















1983 1982 
Combined Combined 
Fund A Fund B Fund C Fund D Funds Funds 
Share and deposit insurance v4 
funds net of financial assistance 
provided: 
Assesments received from 
| member institutions: 
At beginning of year $38,804,631 $4,382,776 $ 2,146,898 $466,867 $45,801,172 $47,386,270 
Assessments received 
(refunded) in the year 3,364,920 484 909 148,004 33,148 4,030,981 (1,568,503) 
Assessments returned to 
dissolving member 
institutions (6,837) — (52) _ (6,889) (16,595) 
Transfers arising from 
changes in fund 
affiliation (7,990,036) (9,935) 7,999,971 _. — — 
34,172,678 4 857,750 10,294,821 500,015 49 825 264 45,801 172 
Accumulated financial 
assistance provided to 
member institutions: 
In previous years 7,460,023 1,094,687 — = 8,554,710 6,546,082 | 
In the current year 4,090,848 57,893 = = 4,148,741 2,008 628 
Recovery from extraordinary 
assessment (3,042,302) (289,727) — = (3,332,029) — | 
8,508 569 862,853 = — 9371 422 8,554,710 
Balances at End of Year 25,664,109 3,994,897 10,294 821 500,015 40,453 842 37 246 462 
Accumulated net earnings: 
Balance at beginning of year 3,909,479 734,936 609,491 71,451 ees cer 4,483,774 
Net income (loss) (1,245,942) (29,462) 56,823 15,560 (1,203,021) 841,583 
Accumulated Net Earnings 
at End of Year 2,663,537 705,474 666,314 87,011 4122 336 Rococo 
Fund Balances 
at Endof Year $28,327,646 $4 700,371 $10,961,135 $587026 $44576178 $42,571,819 
See note to other financial information 
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Schedule of General and Administrative Expenses (Fund Basis) 


Ontario Share and Deposit Insurance Corporation 


Year Ended December 31, 1983 



































1983 1982 
eo Combined Combined ] 
Fund A Fund B Fund C Fund D Funds Funds 
Advertising and promotion S ©6531 $336 © 093 >» 85 $ 8545 $ 22,791 
Annual report 15,900 1,900 2,000 200 20,000 18,442 
Audit 19,875 PECTS 2,500 250 25,000 22,000 
Collection 11,206 3,079 = = 14 285 14,774 
Consulting Bil22 1,032 1,045 109 10,908 17 S85 
Depreciation and amortization 77,624 9,852 ig pete) 1,037 100,108 23.605 
Direct technical assistance 34,864 20,129 3,547 2.6015 61,155 14.895 
Directors — remuneration 46,025 5.570 emer? 583 58,340 33,668 
— expenses 21,802 2,476 9,490 267 34,035 C2 oH 
Insurance 17,950 2,450 2,037 202 22,639 19,426 
Legal AS Slt 9.764 7-896 306 65,783 See 
Miscellaneous 64,870 10,040 10,027 1,888 86,825 71,084 
Occupancy 137 584 20,176 18,162 2,405 178,327 196,899 
Printing, mailing and 
supplies 63,058 8,081 TSO 909 79,418 63,487 
Statistics gathering program 126,076 To205 16,546 1,594 159.421 140,674 
Telephone 42.716 7,086 oneye.8) 902 56,234 46 243 
Travel PRONE 23,508 9,069 1,000 266,698 AOS 
Examination fees 106,638 8,536 10,178 8,000 IS3So2 9.863 
$1,082,879 $152,100 $123,742 22,002 SSS 1,073 


$1,061 at | 





Note: Expenses not directly charged to a particular fund are allocated on the basis of assessments held in each fund. The 


distribution of allocable expenses during the year was as follows: 


Fund A 
Fund B 
Fund C 
Fund D 


See note to other financial information 
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January 1, to 
June 30, 1983 
85% 
9% 
5% 
1% 
100% 








July 1, to 
December 31, 


14% 
10% 
15% 

1% 


100% 








1983 


Note To Other Financial Information 


Ontario Share and Deposit Insurance Corporation 
December 31, 1983 


Prior to the enactment of Bill 71, members’ assessments were maintained in separate funds according to membership in each 
league or federation incorporated in Ontario, and a separate fund was maintained for unaffiliated credit unions and caisses 
populaires. 


These separate funds are identified in the following manner: 


Credit Union Central of Ontario affiliates Fund A 
La Fédération des caisses populaires de 

Ontario Inc.; affiliates Fund B 
Unaffiliated credit unions and caisses 

populaires Fund C 
L’Alliance des caisses populaires de 

Ontario limitée, affiliates Fund D 


Bill 71 repealed, as of August 3, 1983, the sections of the Act under which separate funds were required to be maintained. 
However, the Corporation has continued to maintain separate accounts for each fund and to allocate income, expenses and 
financial assistance to the funds on the same basis as was done prior to August 3, 1983. 


The following is a summary of the results of operations of each fund in the period from August 3, 1983 to December 31, 1983: 


Combined 
Fund A Fund B Fund C Fund D Funds 
Net Income (loss) after 


income taxes $(58,559) $21,151 Silos 12h $8,561 $104,280 
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Ontario’s Credit Unions and Caisses Populaires 


Balance Sheet (Unaudited)* 
as at fourth quarter 1983 
(in millions of dollars) 





ASSETS 1983 
Gash? J 8s. ete a $ 9768 
InvestmentS«.2%2...4..54. 0: 610.9 


Loans receivable 











Personal and Other ....... 1,769.4 
Mortgage Acne piacere. 2206010 
Less: Allowance for 
doubtful accounts® «222.72 (40.8) 
Fixed ASSIS tc. a. 106.7 
QIneERASSCIS «2.5. eae ileal 
$5 865.7 
LIABILITIES 
Accounts Payable«. (3. 28... $ 106.8 
Eoans Payable -.......... 23: Seo 
Deposits and’ @ther ...24..... 4,829.1 
share Capital’ =. 4... 834.6 
Weuer2iite 
Accumulated 
NetEarningSs ...75.-.2 5... ol S, 
$5 865.7 


*Source: Statistical System, Ontario Share and Deposit Insurance Corporation. 
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Report of the Corporation 


1984 was a year of transition for the Corporation into its 
future role as a deposit insurer for Ontario’s credit unions 
and caisses populaires. 


Following the enactment of the Credit Unions and 

Caisses Populaires Amendment Act 1983, the Director of 
Credit Unions has approved stabilization funds for the 
members of La Fédération des caisses populaires de |’ Ontario 
Inc. and L’ Alliance des Caisses Populaires de |’Ontario Ltée., 
as well as a loss prevention/rehabilitation service for the 
members of Credit Union Central of Ontario. These 
stabilization funds and the loss prevention/rehabilitation 
service have assumed authority for the stabilization and 
rehabilitation of their member credit unions and caisses 
populaires in financial difficulty. 


In consequence, in July 1984, the Corporation rescinded 
conditions of direction agreements for 54 member credit 
unions of Credit Union Central of Ontario. The remaining 
four member credit unions of Credit Union Central of Ontario 
for which orders of direction had been issued under subsection 
116(1) of the Act, remained under direction. The Corporation 
also released from its monitoring the 37 member credit unions 
of Central. The loss prevention and rehabilitation service of 
Central also assumed the authority for monitoring these 37 
credit unions as well as other member credit unions of Central 
which might encounter financial difficulties in the future. 


Financial Assistance 


In March 1985, an agreement was finalized whereby Caisse 
Populaire Laurier d’Ottawa Ltée was amalgamated with 
Caisse Populaire Ste-Anne d’Ottawa Ltée. As a condition, 
the amalgamated caisse populaire has been placed under the 
administration of the Corporation. In accordance with 
corporate policy, the administration agreement will be 
delegated to La Fédération des caisses populaires de |’Ontario 
Inc. 


At fourth quarter 1984, the 102 credit unions and caisses 
populaires which were in deficit, had sustained an aggregate 
deficit of $81.7 million, compared to 115 credit unions and 
caisses populaires at fourth quarter 1983 which had sustained 
an aggregate deficit of $86.5 million. The aggregate deficit 
at fourth quarter 1983 included the deficit of the unaffiliated 
caisse populaire which was merged in 1984. 


Examinations 


In accordance with section 114 of the Act, 26 of the credit 
unions and caisses populaires that were not required to appoint 
external auditors under section 62 of the Act, were examined. 
Examinations of 4 other credit unions are being conducted 
by the Director of Credit Unions as is required by section 

114(2)(b) of the Act. 


The Corporation is in the course of reviewing audited financial 
statements and auditors’ management letters for the remaining 


876 credit unions and caisses populaires for their fiscal years 
ended in 1984, to determine whether the reports of the auditors 
should be accepted in place of examinations under section 
114. Where the review discloses that criteria defined by 
corporate policy are not satisfied, examinations will be 
performed. 


Annual Renewal of Deposit Insurance 


Subsection 109(4) of the Act provides for the annual renewal 
of deposit insurance to enable the Corporation, as a deposit 
insurer to control the level of risk to which it is exposed. 
Such control will be exercised partly through renewal of 
deposit insurance subject to terms, suchas, for example, the 
implementation of measures within specified times, to correct 
an unsatisfactory financial condition, unsound business and 
financial practices, or contraventions of significant financial 
provisions of the Act. Section 110 of the Act also allows for 
cancellation of deposit insurance. The deposit insurance 
certificates of all credit unions and caisses populaires were 
converted to an annual renewal basis in August 1984. 


Thereafter, the certificate of deposit insurance of each credit 
union/caisse populaire will be renewable four months after 
the end of its fiscal year. Pending the proclamation of sections 
16 and 17 of the Credit Unions and Caisses Populaires 
Amendment Act 1983, which provides for the submission of 
annual special purpose audit reports to the Corporation on 
the operations and financial condition of each credit union/ 
caisse populaire, audited financial statements, management 
letters, and quarterly statistical returns are being reviewed to 
ascertain compliance with the criteria approved by the 
Corporation for renewal of certificates of deposit insurance. 


Annual Insurance Premiums 


In accordance with subsection 111(4) of the Act, with effect 
from 1984, the Corporation began to finance its 
administrative costs and insurance funding from annual 
premiums. The Corporation recognizes that risk varies with 
several factors. Four of the most important factors are 
permanent capital, reserves level, membership in 
stablilization funds, and loss prevention/rehabilitation 
services approved by the Director of Credit Unions. It is 
expected that as measures of interest rate sensitivity, default 
risk, and other operating risks are refined, premium levels 
will reflect these additional risks so as to ensure that 
eventually, premiums are more closely linked to risk. 


Insurance Reserve Fund 


Under subsection 102(1)(hb) of the Act, the Corporation has 
the power to establish and maintain an insurance reserve fund 
to provide for the continuance or orderly liquidation of credit 
unions and caisses populaires in financial difficulty. A 
computerized simulation model is being developed to enable 
the Corporation to estimate the minimum size of the insurance 
reserve fund. 


Bylaws of the Corporation 


Reserve for Financial Stability - Bylaw #5 


In response to a request from the Director of Credit Unions, 
bylaw #5 is in the course of being revised so as to integrate 

its requirements with those of section 82a of the Act. Bylaw 
#5 requires a minimum reserve for financial stability of 1% 
of shares and deposits in 1985 increasing to 112% in 1987. 


Retirement Income Funds — Bylaw #7 


Bylaw #7 was promulgated extending OSDIC’s deposit 
insurance coverage of up to $60,000 for Registered 
Retirement Income Funds to the current maximum limit under 
the Canadian Income Tax Act. 


Statistical Services 


In pursuance of its function as the Statistical Services Centre 
for the credit union system in the province, the Corporation 
obtained from the leagues and the Ministry of Consumer & 
Commercial Relations, their statistical requirements, and 
analyzed their impact on the existing statistical system. 


The interim requirements of Credit Union Central of Ontario 
were implemented in the year and their specialized reports 
on their members were produced with effect from the second 
quarter of 1984. 


The reports required by the Ministry to monitor compliance 
with the Act and the regulations, would necessitate a 
substantially enlarged data base. The additional storage 
needed to accommodate such an expanded data base, together 
with further storage which will be utilized for the purpose of 
on-line access through micro-computers, necessitated the 
purchase of an upgraded computer in April 1985. 
Redevelopment of the statistical and computer systems is 
expected to be completed by early 1986. As in the past, every 
effort will be made to integrate the data requirements of all 
users and so minimize the frequency and volume of reporting 
by credit unions and caisses populaires. 


Future Developments 


1. Deposit insurance certificates of credit unions and caisses 
populaires will be renewed four months after their fiscal 
year ends. 


2. Allcredit unions and caisses populaires will be required 
to appoint external auditors. 


3. Sections 16 and 17 of the Credit Unions and Caisses 
Populaires Amendment Act, 1983 will be proclaimed 
including regulations thereunder. 


4. The statistical and computer systems will be redeveloped 
so as to provide a substantially enlarged data base and 
enhanced hardware facilities for the purpose of 
accommodating the data requirements of the Ministry of 
Consumer & Commercial Relations and of leagues. 


5. Arevised bylaw #5 of the Corporation on a Reserve for 
Financial Stabilitywill be requested through the Order-in- 
Council process after discussions with and the 
concurrence of the Director of Credit Unions and leagues 
to facilitate integration with the requirements of section 
82a of the Act. 


6. The balance of assessments will be repaid in the manner 
provided for in section 111 of the Act. 


7. The reserve level required under paragraph 101(1)(b) of 
the Act will be designated by the Director of Credit 
Unions so as to enable the Corporation to delegate to 
stablilization funds their member credit unions and 
caisses populaires which are unable to comply with the 
designated reserve level. 


8. The minimum insurance reserve fund required by the 
Corporation will be determined using a computerized 
simulation model which will be developed by the 
Corporation. 


9. The Corporation will also develop a computerized 
model to calculate deposit insurance premiums to reflect 
the level of risk prevailing in each credit union and caisse 
populaire. 


10. The role of the Corporation as a deposit insurer and as 
a Statistics gatherer will evolve more clearly. 


On behalf of the Board of Directors 


Of 


Walter G.D. Stothers, Chairman 





Ontario Share and Deposit Insurance Corporation 


Balance Sheets 


(in thousands of dollars) 


Assets 

Cash and short-term deposits 

Loans receivable 

Premiums receivable 

Accounts and interest receivable 

Due from Insurance Premium Fund 

Investments, at cost (market value 
$18,034; 1983 —$20, 198) 

Fixed assets (net of accumulated depreciation 
of $323; 1983 — $275) 


Liabilities 
Payables and accruals 
Loan payable 
Due to Stabilization Funds 
Income tax payable — Note C 
Deferred income tax 


Fund Balances 
Stabilization funds 
Net income available for transfer 
to the Insurance Reserve Fund 


Commitments and Contingencies — 
Notes E, F, G and H 


Approved by the directors: 


Insurance 
Premium Fund 
December 31 
1984 


$ 984 


3,097 


Director 


Director 


Stabilization Funds 
December 31 
1984 1983 


$16,559 $13,283 
11,978 10,499 


985 P13 
2,701 = 


1935 21S) 


29 


See notes to financial statements 





Ontario Share and Deposit Insurance Corporation 


Statements of Income 


Year Ended December 31 


(in thousands of dollars) 


Income: 
Premium income 
Investment income 
Other 


Expenses: 
Direct expenses 
Interest expense 


Insurance 
Premium Fund 
1984 


Stabilization Funds 


$3,871 


INCOME BEFORE INCOME TAXES 
AND EXTRAORDINARY ITEM 


Income taxes (recovery) — Note C: 
Current 
Deferred 


INCOME BEFORE 
EXTRAORDINARY ITEM 


Extraordinary item —Note D 


NET INCOME (LOSS) FOR THE YEAR, 
TRANSFERRED TO STABILIZATION FUNDS 


NET INCOME AVAILABLE FOR TRANSFER 
TO THE INSURANCE RESERVE FUND 


See notes to financial statements 


Auditor’s Report 


To the Board of Directors 
Ontario Share and Deposit Insurance Corporation 


We have examined the balance sheets of Ontario Share and 
Deposit Insurance Corporation as at December 31, 1984 and 
the statements of income, stabilization funds and changes in 
financial position for the year then ended. Our examination 
was made in accordance with generally accepted auditing 
standards, and accordingly included such tests and other pro- 
cedures as we considered necessary in the circumstances. 


In our opinion, these financial statements present fairly the 
financial position of the Corporation as at December 31, 1984 
and the results of its operations and the changes in its fund 
balances and financial position for the year then ended in 
accordance with generally accepted accounting principles 
applied on a basis consistent with that of the preceding year. 


ae Whimereg. 


March 28, 1985 














Ontario Share and Deposit Insurance Corporation 
Statement of Stabilization Funds 


Year Ended December 31 
(in thousands of dollars) 


Stabilization funds, net of financial 
assistance provided: 
Assessments received 

from member institutions: 
At beginning of year $49,825 
Received in the year 
Returned in the year 


(6) 
49,819 


Financial assistance 
(recovery) provided to member 
institutions: 
In previous years 


In the current year 
Recovery from extraordinary assessment 


BALANCES AT END OF YEAR 


Net earnings: 
Balances at beginning of year 
Net income (loss) for the year 


BALANCES AT END OF YEAR 


TOTAL FUNDS AT END OF YEAR 


See notes to financial statements 


$45,801 
4,031 
(7) 


49 825 





Ontario Share and Deposit Insurance Corporation 
Statements of Changes in Financial Position 


Year Ended December 31 
(in thousands of dollars) 










Insurance 























Premium Fund Stabilization Funds 
1984 1984 1983 
Cash from operations: 
Net income before extraordinary item $1,269 $ 2,993 $ 246 
Items charged to operations 
not affecting cash: 
Depreciation and amortization 87 - 100 






Other items, net 19 










_ Changes in: 
Premiums receivable (3,097) = a 














Accounts and interest receivable - 228 (471) 
Payables and accruals 15 (189) (206) 
Income tax payable = 42 620 
(3,082) 81 (57) 
CASH (TO) FROM OPERATIONS (1,707) O3139 363 






Other sources (applications) of cash: 
Transfer of fixed assets to 
















Insurance Premium Fund (299) 299 = 
Advances from Stabilization Funds 

to Insurance Premium Fund 2,701 (2,701) = 
Proceeds on disposal of investments - 2,524 5,728 
Assessments received (returned) ~ (6) 4,024 
Increase in loans receivable - (1,479) (1,188) 
Increase in loan payable - 1,500 - 
Extraordinary assessment - - 3,332 
Purchase of investments - ~ (3,590) 
Assistance to member institutions 265 - (4,148) 
Purchase of fixed assets - - (107) 
Other items 24 ~ y 












EXCESS OF SOURCES OVER 
APPLICATIONS OF CASH 









Cash and short-term deposits at 
beginning of year 






CASH AND SHORT-TERM DEPOSITS AT 
END OF YEAR $ 984 $16,559 $13,283 








See notes to financial statements 





Ontario Share and Deposit Insurance Corporation 


Notes to Financial Statements 


December 31, 1984 


NOTE A - BASIS OF PRESENTATION 


As aresult of amendments to the Credit Unions and Caisses 
Populaires Act (“Act”), the requirement to maintain separate 
Funds has been repealed. The amendments also provide for 
the return of any remaining balance of assessments held under 
the original provisions of Section 111 of the Act upon the 
establishment of an Insurance Reserve Fund. 


These financial statements have been prepared with the 
Stabilization Funds segregated from the Insurance Premium 
Fund. 


The amount of the Insurance Reserve Fund has not been 
determined at the date of preparation of these financial 
statements. 


NOTE B - SUMMARY OF SIGNIFICANT 
ACCOUNTING POLICIES 


Fixed Assets, Depreciation and Amortization: Fixed 
assets are recorded at cost. Depreciation of furniture and 
equipment is provided on the diminishing-balance method at 
the rate of 20% per annum. Leasehold improvements are 
amortized on a straight-line basis over the term of the lease. 


Financial Assistance (Stabilization Funds): Loans, 
advances and assets purchased are recorded at the amount of 
cash disbursed. Any impairment in the value of these assets 
is charged to financial assistance as it arises. 


Investments: The Corporation employs the deferral and 
amortization method of accounting for gains and losses on 
the sale of long-term debt securities. 


Income Taxes: Deferred income taxes arise as a result of 
timing differences in recording of income and expenses for 
accounting and tax purposes. 


NOTE C - INCOME TAXES 


For income tax reporting purposes, the Insurance Premium 
Fund and the Stabilization Funds are combined, with the 
income tax provision charged against the Stabilization Funds 
as it is from their operations that income taxes arise. 


NOTE D - EXTRAORDINARY ITEM 


The extraordinary item in the prior year relates primarily to 
a write-off of deferred losses on investments, net of a recovery 
of income taxes of $564,500. 


NOTE E —- OTHER CONTINGENCIES 
AND COMMITMENTS 


The Corporation has guaranteed, through the Stabilization 
Funds, loans outstanding at December 31, 1984 aggregating 
$5,212,353 (1983 — $7,287,346). Of this amount, provision 
of $672,228 (1983 — $1,327,120) in aggregate has been made 
for those loans which the Corporation estimates will be 
uncollectible. 


NOTE F - LEASES 


Future minimum payments are $103,120 in each of 1985 and 
1986. 


NOTE G — PENSION PLAN 


The Corporation has a defined benefit pension plan. The 
actuarial valuation as at August 31, 1983 showed the plan to 
be fully funded. 


NOTE H - SUBSEQUENT EVENT 


Subsequent to December 31, 1984, an agreement was 
finalized to amalgamate two caisses populaires. In accordance 
with the agreement, the Corporation provided an interest free 
forgiveable loan of $23,490,650 to facilitate the 
amalgamation. Financing by the Corporation was arranged 
through a loan from a chartered bank, guaranteed by the 
Province of Ontario. Interest from October 1, 1984 has been 
provided in these financial statements, in accordance with 
the finalized agreement. 


NOTE I - RECLASSIFICATIONS 


Certain of prior year’s accounts have been reclassified to 
conform with the presentation adopted in the current year. 


Ontario’s Credit Unions and Caisses Populaires 


Balance Sheet (Unaudited)* 


as at fourth quarter 1984 
(in millions of dollars) 


ASSETS 1983 


Loans receivable 
Personal and Other 
Mortgages 

Less: Allowance for 
doubtful loans 

Fixed Assets 

Other Assets 


LIABILITIES 
Accounts Payable 
Loans Payable 
Deposits and Other 
Share Capital 


Accumulated 


Net Earnings 


*Source: Statistical System, Ontario Share and Deposit Insurance Corporation. 


$ 976.8 
610.9 


1,769.4 
2,365.6 


(40.8) 
106.7 


dA 


$5 ,865.7 


> 1068 
513 
4,829.1 
834.6 


$5 ,827.8 
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Report of the Corporation 


Since the amendments to the Credit Unions and Caisses 
Populaires Act in 1983, the role of the Corporation has 
continued to evolve. It has been a difficult period for the staff 
and directors of the Corporation to implement the required 
changes and it now appears that the role is stabilizing. 


Orders of Direction under Section 116 of the Act 


In February 1985, the Corporation issued an order, assumed 
the powers of the board of directors of Toronto Board of 
Education (Staff) Credit Union and appointed the officers to 
be responsible for the day to day management of the credit 
union. In January 1986, the Corporation approved the settle- 
ment agreement of $4.2 million negotiated on behalf of the 
credit union with its insurers. Extensive merger negotiations 
are proceeding with another credit union that should result 
in resolving the financial difficulties of the said credit union. 


In addition, there are four other member credit unions of 
Credit Union Central of Ontario and one member caisse 
populaire of La Federation des caisses populaires de l’ Ontario 
for which orders of direction issued under section 1 16 remain 
outstanding. 


Insurance Reserve Fund/Financial Assistance 


The Corporation established an insurance reserve fund of 
$15,550,000 as provided for under section 111 of the Act 
prior to determination of the balance of assessments. 


As a result of substantial financial assistance provided to a 
member institution in 1985, the Corporation’s Insurance 
Reserve Fund is in a deficit position of $3,547,000 at 
December 31, 1985. The Corporation anticipates that this 
deficit will be funded from future premiums. 


The Act empowers the Corporation to assess its member 
institutions to meet the Corporation’s administrative costs and 
insurance funding. 


Return of Stabilization Fund Balances of Assessments 


During 1985, the Corporation paid $30,041,844 to the Loss 
Prevention and Rehabilitation Service of the Credit Union 
Central of Ontario representing the return of balance of assess- 
ments due to its member institutions. 


In January 1986, at the request of La Federation des caisses 
populaires de |’Ontario, the Corporation forwarded 
$4,431,814 representing the return of the balance of assess- 
ments due to those member institutions for their stabilization 
fund. 


The Corporation anticipates that the remaining balance of 
assessments approximating $608,000 will be returned to 
L’ Alliance des Caisses Populaires for its members’ stabiliza- 
tion fund in 1986. 


Statistical Services 


The quarterly statistical return was expanded to accommodate 
the requirements of the Director of Credit Unions and the 
leagues. The Corporation’s computer hardware was up-graded 
in 1985 to provide the necessary increased capacity. 


The statistical and computer systems are currently being 
redeveloped to facilitate provision of the statistical services 
required by the Director of Credit Unions, and its redevelop- 
ment should be completed in early 1986. The redevelopment 
will include expansion of the Corporation’s data base to 
include five year financial forecasts submitted by credit unions 
and caisses populaires to the Director of Credit Unions and 
the annual audited statistical return. 


Examinations 


The requirement in the 1983 Amendments to the Act, that 
all credit unions and caisses populaires must have their annual 
financial statements examined by an external auditor, became 
fully effective in 1985. 


Annual Insurance Premiums 


The Corporation is considering a deposit insurance premium 
rebate structure for 1986, which will provide further incen- 
tives to credit unions that have pursued a policy of building 
reserves. 


The development of the computerized simulation model, to 
calculate risk related premium for each credit union and to 
estimate the minimum size of the Insurance Reserve Fund 
will proceed as soon as the necessary data has been gathered. 


Credit Unions and Caisses Populaires in Deficit 


At fourth quarter 1985, aggregate deficits reported by credit 
unions and caisses populaires amounted to $87.5 million, 
compared to $81.7 million at fourth quarter 1984. 


On behalf of the Board of Directors 


eee 


Walter G.D. Stothers, Chairman 








Ontario Share and Deposit Insurance Corporation 
Balance Sheet 


(in thousands of dollars) 















December 31 
1984 






Assets 


Cash and short-term deposits $ 2,075 $ 984 
Loans receivable 57 - 
Premiums receivable 737 3,097 
Accounts and interest receivable 426 - 
Investments, at cost (market value $14,500) 14,409 = 
Fixed assets (net of accumulated 


depreciation of $338; 1984 -—$275) 179 169 


Trust Funds 
Net assets held in trust for 
stabilization funds — Note G $47 828 




















Liabilities 






Payables and accruals 5009 $ 280 
Loan payable — Note D 19,919 - 
Due to stabilization funds - 2,701 
Income taxes payable 387 


Deferred premium income 755 


Insurance Reserve Fund (Deficit) 






Trust Funds 
Stabilization fund balances — Note G $ 5,037 $47,828 


Approved by the directors: 


Director 






Director 
See notes to financial statements 


Ontario Share and Deposit Insurance Corporation 
Statement of Income and Insurance Reserve Fund (Deficit) 


(in thousands of dollars) 


Income: 
Premium income 
Investment income 
Other 


Direct expenses 


Insurance reserve fund at beginning of year 
Amount transferred from stabilization funds 
Financial assistance provided — Note H 


Year Ended 
December 31 
1985 1984 


$ 4,103 $3,871 
oye ~ 
250 


4,690 


1,872 
NET INCOME 2,818 


INSURANCE RESERVE FUND (DEFICIT) 


See notes to financial statements 


Auditors’ Report 


To the Board of Directors 


Ontario Share and Deposit Insurance Corporation 


We have examined the balance sheet of Ontario Share and 
Deposit Insurance Corporation as at December 31, 1985 and 
the statements of income and insurance reserve fund (deficit) 
and changes in financial position for the year then ended. 
Our examination was made in accordance with generally 
accepted auditing standards, and accordingly included such 
tests and other procedures as we considered necessary in the 
circumstances. 


AT END OF YEAR 


In our opinion, these financial statements present fairly the 
financial position of the Corporation as at December 31, 1985 
and the results of its operations and the changes in its financial 
position for the year then ended in accordance with generally 
accepted accounting principles applied on a basis consistent 
with that of the preceding year. 


Grwst¥ Wihimeresy 


January 31, 1986 





Ontario Share and Deposit Insurance Corporation 
Statement of Changes in Financial Position 


(in thousands of dollars) 


Year Ended 
December 31 
1985 1984 


Cash from operations: 
Net income $ 2,818 $1,269 
Items charged to operations 
not affecting cash: 
Amortization of discount (36) 
Depreciation 
Other 


Changes in: 
Premiums receivable 
Accounts and interest receivable 
Payables and accruals 
Income taxes payable 


CASH FROM (USED BY) OPERATIONS 


Other sources (applications) of cash: 

Amount transferred from stabilization funds 

Loans receivable 

Increase in loan payable 

Purchase of investments, net of discount 
amortization 

Assistance to member institutions 

Purchase of fixed assets 

Deferred premium income 

Other 


INCREASE IN CASH AND SHORT-TERM DEPOSITS 


Cash and short-term deposits at 
beginning of year 


CASH AND SHORT-TERM DEPOSITS AT 
END OF YEAR 


See notes to financial statements 





Ontario Share and Deposit Insurance Corporation 


Notes to Financial Statements 


December 31, 1985 


NOTE A - GENERAL 


Ontario Share and Deposit Insurance Corporation is 
established as a corporation without share capital under the 
provisions of the Credit Unions and Caisses Populaires Act, 
1976, (“Act”). 


The Corporation’s principal functions are to provide deposit 
insurance on share capital and deposits of members of credit 
unions and caisses populaires, and to collect, accumulate and 
publish statistics on the credit union movement. 


NOTE B - SUMMARY OF SIGNIFICANT 
ACCOUNTING POLICIES 


Fixed Assets, Depreciation and Amortization: Fixed 
assets are recorded at cost. Depreciation of furniture and 
equipment is provided on the diminishing-balance method at 
the rate of 20% per annum. Leasehold improvements are 
amortized on a straight-line basis over the term of the lease. 


Premium Income: Premiums are based on share capital and 
deposits held by member institutions. Premium income is 
recognized when billed. 


Deferred Premium Income: Deferred premium income 
represents mainly the additional premiums charged to credit 
unions which are not members of an approved stabilization 
fund. These credit unions are currently seeking approval to 
form a stabilization fund. If this approval is granted, the 
additional premiums will not be levied. If approval is not 
granted, the additional premiums will be collected and trans- 
ferred to the insurance reserve fund. 


Financial Assistance and Claims in Respect of Insured 
Deposits: Loans to member institutions are carried at net 
realizable value. Provisions against such loans are charged 
to the insurance reserve fund as financial assistance. Losses 
arising from claims in respect of insured deposits are estimated 
and recorded when member institutions become insolvent. 


NOTE C - FORGIVABLE LOAN 


In 1985, the Corporation agreed to provide a forgivable loan 
in the amount of $23,490,650 to facilitate the amalgamation 
of Caisse Populaire Ste. Anne d’Ottawa Inc. and Caisse 
Populaire Laurier d’Ottawa Limitee (“Ste. Anne-Laurier”). 


The forgivable loan to the amalgamated caisse populaire is 
unsecured and is repayable, without interest, in seven annual 
instalments as follows: a first instalment of $2,800,000 on 
August 26, 1985, a second instalment of $7,800,000 on 
August 26, 1986 and thereafter five equal annual instalments 
of $2,578,130. Interest is to be charged at bank prime rate 
on overdue instalments. Loan repayments are forgivable when 
the amalgamated caisse populaire complies with certain con- 
ditions established by the Corporation. In accordance with 
generally accepted accounting principles, the full amount of 
the forgivable loan has been provided for in these financial 
statements; however, under the terms of the loan agreement 
the instalments may not be forgiven if these conditions are 
not met. Forgiveness of the first instalment of $2,800,000 
has been deferred by the Corporation. Furthermore, under 
the terms of the assistance agreement, the Corporation is 
entitled to an amount equal to 20% of the amalgamated caisse 
populaire’s net earnings during the period up to and including 
the 1994 fiscal year. Such amounts are recorded as a recovery 
of financial assistance when received. The aggregate pay- 
ments under this provision are not to exceed $1,000,000. 


NOTE D - LOAN PAYABLE 


The loan payable to a Canadian chartered bank is unsecured, 
bears interest at a floating rate related to the bank’s prime 
rate and is repayable in semi-annual instalments from June 
30, 1985. The loan matures December 31, 1991. The principal 
of the loan is guaranteed by the Government of Ontario. 
Principal repayments are the responsibility of the Corporation. 
Interest repayments are recoverable from the Government of 
Ontario. Principal repayments are $3,571,430 in each of the 
next five years and $2,062,070 in 1991. 


NOTE E - DEFICIT 


The deficit in the Corporation’s insurance reserve fund re- 
sulted from the provision against the forgivable loan described 
in Note C as required under generally accepted accounting 
principles. Management expects the current deficit to be 
funded by future premium income. The Corporation also has 
the power to assess, if deemed necessary by the Board of 
Directors, additional premiums under Section 111 of the Act. 


NOTE F - INCOME TAXES 


The Corporation is taxable under the Income Tax Act; 
however, as premium income is not included in income for 
tax purposes, no income tax provision is required. 








Notes to Financial Statements (cont’d) 


NOTE G - STABILIZATION FUND ASSESSMENTS 


As aresult of amendments to the Credit Unions and Caisses 
Populaires Act (“Act”), the Corporation was required to return 
any remaining balance of assessments held under the original 
provisions of Section 111 of the Act upon establishment of 
an insurance reserve fund. During 1985, assessments 
aggregating $30,041,844 were returned to Credit Union 
Central of Ontario on behalf of its members. 


The balance of assessments held for stabilization funds is 
summarized below. 


Year Ended December 31 
eee 

Stabilization fund balances 

at beginning of year $47,827,866 $44,576,178 
Assessment deposits 

returned (12229) (6,020) 
Financial assistance 

recovered 904,777 265,437 
Income from investments, 

net of expenses and 

income taxes 1,926,562 2,992,271 
Amounts transferred to 


insurance reserve fund (15,549,625) — 
BALANCES FOR 
RETURN TO 
MEMBERS 35,078,351 47 827,866 


Amounts returned 
STABILIZATION 
FUND BALANCES AT 
END OF YEAR $ 5,036,507 $47,827,866 


(30,041,844) = 


On January 31, 1986, the balance of assessments held on 
behalf of the members of La Federation des caisses populaires 
de l’Ontario was returned by the assignment of corporate 
loans of $4,040,000 and payment in cash of $391,814. 


NOTE H - FINANCIAL ASSISTANCE 


Financial assistance provided in the year is comprised of the 
following: 


Provision against forgivable loan to 


Caisse Populaire Ste. Anne-Laurier $23,490,650 
Recovery of assistance (306,841) 
$23,183,809 


NOTE I - LEASES 


The Corporation leases office space. The future minimum 
lease payment is $103,120 in 1986. 


NOTE J - PENSION PLAN 


The Corporation has a defined benefit pension plan. The most 
recent actuarial valuation, which was prepared as at August 
31, 1983, showed the plan to be fully funded. 


NOTE K — RECLASSIFICATIONS 


Certain of the prior year’s accounts have been reclassified to 
conform with the presentation adopted in the current year. 


Ontario’s Credit Unions and Caisses Populaires 


Balance Sheet (Unaudited)* 


as at fourth quarter 1985 
(in millions of doilars) 


ASSETS 1985 
$1,067.3 
O17] 
Loans receivable 
Personal and Other 2.27133 
Mortgages 2701 
Less: Allowance for 
doubtful loans (47.3) 
Fixed Assets Tiz2 
Other Assets 137.3 


D1,121.2 


LIABILITIES 
Accounts Payable 
Loans Payable 
Deposits and Other 
Share Capital 


Accumulated 


Net Earnings 


*Source: Statistical Center, Ontario Share and Deposit Insurance Corporation. 


1984 


$ 948.6 
jas 


20 35 
2 AOD 


(46.0) 
110.2 
78.7 


$6,438 .7 


$ 141.9 
84.2 
S20 Lal 
846.4 


6937.6 
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Objects and By-Laws of the Corporation 


The Ontario Share and Deposit Insurance Corporation 
(OSDIC) was established on March 24, 1977, under the Credit 
Unions and Caisses Populaires Act, Statutes of Ontario, 1976, 
Chapter 62. 


By section 5 of Chapter 102 of the Statutes of Ontario, 1981, 
which received Royal Assent on December 17, 1981, the 
Corporation’s objects were expanded further. 


By Chapter 46 of the Statutes of Ontario, 1983 (Bill 71), 
assented to on June 21, 1983, the objects of the Corporation 
were revised. 


The objects of the Corporation are: 


Section 101(1) 


(a) to provide, for the benefit of persons having shares or 
deposits with credit unions and caisses populaires in 
Ontario, deposit insurance against loss of part or all of 
such shares or deposits, by making payment to the 
persons to the extent and in the manner authorized by 
this Act; 


(b) toactas the administrator of any credit union or caisse 
populaire in respect of which reserves fall below a level 
designated by the Director and, where necessary, to act 
as the liquidator of a credit union or caisse populaire; 


(c) toprovide, in its discretion, financial assistance for the 
purpose of assisting a league, a credit union or caisse 
populaire in its continued operation or in the orderly 
liquidation of its operations; 


(d) to collect and accumulate statistics related to credit 
unions, caisses populaires and leagues as may be 
necessary for insurance, league, credit union, caisse 
populaire, and Ministry purposes, and to publish system 
Statistics as may be appropriate. 


Section 101(2) 


The Corporation has the power to appoint an administrator 
or liquidator to do any act that the Corporation may do under 
subsection (1)(b). 


Section 101la 


When requested by a league or by credit unions and caisses 
populaires that are not members of a league, the Corporation 
shall, when authorized by the Director, establish and maintain 
a stabilization fund for the benefit of the league or those credit 
unions and caisses populaires. 


In accordance with the foregoing objects, the Corporation 


(1) insures each deposit with a credit union or caisse 
populaire, except so much of any one deposit as exceeds 
$60,000 subject to By-Law No. 3; 


(2) establishes, within ninety days after the start of each 
calendar year, an annual premium for each credit union 
and caisse populaire, under terms prescribed by the 
regulations, to meet its administrative costs and insurance 
funding and the Corporation may assess, accumulate, 
manage, invest, disburse and pay out of a fund created 
for the purpose any moneys needed to meet the claims — 
of shareholders and depositors of credit unions and 
caisses populaires that have received and maintained 
insurance standing; 


(3) issues an annual certificate of deposit insurance to each 
Ontario credit union and caisse populaire, subject to such 
terms as the Corporation considers necessary to impose; 


(4) receives and reviews the annual audited financial 
statements of each credit union and caisse populaire 
prepared by auditors appointed under the Act; 


(5) accumulates and publishes statistical data on the 
performance of all Ontario credit unions and caisses 
populaires; 


(6) establishes and maintains an insurance reserve fund to 
provide for the continuance or orderly liquidation of any 
credit union or caisse populaire in financial difficulty. 


The Corporation, with the approval of the Lieutenant 
Governor in Council, has established seven by-laws: 


BY-LAW NO. 1 
relating generally to the conduct of the Corporation. 


BY-LAW NO. 2 
with respect to the borrowing of money by the Corporation. 


BY-LAW NO. 3 

with respect to the operation of a deposit insurance program 
for persons who are members of credit unions and caisses 
populaires. 


BY-LAW NO. 4 
with respect to the indemnification of directors and officers 
of the Corporation. 


BY-LAW NO. 5 
with respect to a reserve for financial stability for credit unions 
and caisses populaires. 


BY-LAW NO. 6 
with respect to an allowance for doubtful loans for credit 
unions and caisses populaires. 


BY-LAW NO. 7 
with respect to extending OSDIC’s deposit insurance coverage 
to Registered Retirement Income Funds. 








Report of the Corporation 


Government Support Program 


The strengthening of Ontario’s Credit Unions and Caisses 
Populaires continued to be the single most important issue in 
1986. As aresult, in August 1986, the Government of Ontario 

through the Minister of Financial Institutions, the Honorable 

Monte Kwinter, released its report outlining proposals to 

develop a constructive change program over the next five 

years to cure many of the major problems facing the industry. 

This report entitled “Program for Change: Building on the 

Strengths of Ontario’s Credit Unions and Caisses Populaires”’, 

is seen as a major development in addressing these problems. 

Submissions were invited from the industry in response to 

the Government’s discussion paper and the Corporation 

responded with a comprehensive summation of its position 
and restructuring proposals. The final version of the “Program 
for Change” is expected to be released shortly. 


Board of Directors and Chief Executive Officer 


During the year, three Directors submitted their resignations 
namely, Messrs. Walter G.D. Stothers, Board Chairman, 
Stanley H. Archdekin, Director and Chairman, Investment 
Committee, and Pierre Filiatrault, Director. Mr. Stothers’ 
new duties as newly appointed Chairman of the Ontario 
Lottery Corporation made it difficult for him to continue as 
Director of the Corporation. The Board appointed Mr. 
Kenneth R. Oswell as the new Chairman. Both Mr. Archdekin 
and Mr. Filiatrault resigned due to an increase in other 
demands on their time. The Board wishes to express its 
appreciation to the Directors who resigned and in particular 
to Mr. Stothers who was the Corporation’s Board Chairman 
during the period of restructuring following the 1983 change 
in the Corporation’s mandate. 


Accepting appointments to the Board in February 1987, were 
Messrs. Matthew Gaasenbeek and David W. Pretty. 


Mr. Gaasenbeek has occupied a number of senior positions 
in investment broker firms. He is currently President of a 
venture capital corporation as well as a natural resource 
company. He also served as Senior Advisor to the Canadian 
International Development Agency. 


Mr. Pretty was formerly President of a major life insurance 
company and has extensive background in the insurance and 
investment fields. 


In November 1986, Mr. Keith A. Mills, C.A., M.B.A., 
resigned from his position as General Manager after guiding 
the Corporation since its inception through some very difficult 
years. Both the Board of Directors and staff wish to acknow- 
ledge his positive contributions during the past nine years. 


The Board of Directors appointed Mr. George McIntyre, 
F.C.A., as President and Chief Executive Officer of the 
Corporation as of November 1, 1986. Mr. McIntyre has held 

a number of senior positions with industrial concerns and the 
Province of Ontario, including posts as Assistant Deputy 
Minister, Ministry of Financial Institutions, and Ministry of 
Treasury and Economics. He is a past President of the Institute 
of Chartered Accountants of Ontario and has held a number 
of directorships. 


Return of Stabilization Funds Balances of Assessments 


In 1986 the Corporation concluded the repayment of the 
balance of assessments in accordance with Section 111.-(1) 
of the Act by repaying the balance of assessments of the two 
remaining former OSDIC stabilization funds. The repayment 
concerned the balance of assessments of the caisse populaire 
members of La Fédération des caisses populaires de |’ Ontario 
Inc. and L’Alliance des Caisses Populaires de 1’Ontario 
Limitée. 

The assessments repaid to the stabilization funds of the two 


caisse populaire leagues were respectively $4,431,813 and 
$609,133. 


Earlier (1985) the Corporation had repaid the balance of as- 
sessments of the former OSDIC stabilization fund in respect 

of the member credit unions of the Credit Union Central of 
Ontario in the amount of $30,041,844. 


Insurance Reserve Fund (Deposit Insurance Fund) 


The Corporation established an insurance reserve fund of 
$15,550,000 as provided under Section 111 of the Act prior 

to determination of the balance of assessments in 1985. In 
the same year and as a result of substantial financial assistance 
totalling $23,184,000 provided to a member institution, the 
Corporation’s insurance reserve fund ended in a deficit 
position of $3,547,000 as at December 31, 1985. However, 
with the transfer of the annual net income of $4,059,000 to 
the Corporation’s insurance reserve fund, a positive fund 
balance of $846,000 is reported for 1986. 


The Act empowers the Corporation to assess its member 
institutions to meet the Corporation’s administrative costs and 
insurance funding. 


Credit Unions and Caisses Populaires 
System-Financial Results 


Total system assets increased by 8.8% during the year from 
$7.1 billion to $7.7 billion at fourth quarter 1986. Accumu- 
lated net earnings of the overall system increased by 25.2% 
from $82.7 million at fourth quarter 1985, to $103.5 million 

at fourth quarter 1986, representing 1.3% of system assets. 
There were some units in the system in a deficit position; 
deficits increased from $87.5 million at fourth quarter 1985 
to $98.7 million at fourth quarter 1986. However, credit 
unions and caisses populaires in a surplus position reported 
accumulated net earnings of $202.2 million at fourth quarter 
1986, as compared to $170.2 million one year prior, represent- 
ing an increase of 18.8%. 


Deposit Insurance Fund Study 


In September 1986, Professor Robert W. White of the Univer- 
sity of Western Ontario Business School submitted his report 
commissioned by the Corporation entitled, “Probability of 
Financial Distress and Size of Guarantee Fund Model”. The 
report considered the aggregate minimum recommended size 
of the Guarantee Fund to be around $175 million for Ontario’ s 
credit unions and caisses populaires. The Corporation’s 
subsequent response to the Government’s Program for Change 
paper recommended an initial $75 million standing loan 
guarantee to cover its contingent liabilities and a further $100 
million line of credit to provide credibility to its deposit insur- 
ance guarantee. 


Orders of Direction under Section 116 of the Act 


There are five member credit unions of Credit Union Central 

of Ontario and one member caisse populaire of La Fédération 
des caisses populaires de |’ Ontario for which orders of direc- 

tion issued under Section 116 remain oustanding. 


Conclusion 


The Corporation is keenly interested in building an atmosphere 
of mutual trust and understanding between OSDIC, all 
member credit unions and caisses populaires and, where these 
are affiliated, their leagues and associations. For this reason, 
the Chairman of the Board and the President have had meetings 
with Chief Executive Officers and Boards of Directors of 
Leagues and Associations, and these meetings will continue. 

A close liaison is also maintained with senior staff of the 
Ministry of Financial Institutions. 


The Corporation has issued its first issue of a communication 
called “OSDIC UPDATE”, by which meaningful OSDIC 
occurrences have been communicated to its member credit 
unions and caisses populaires. It is hoped that this new vehicle 
will evoke informative response from credit unions and caisses 
populaires. 


The future will undoubtedly have a great impact on the move- 
ment as the conclusion of the discussions on resolving the 
current financial difficulties of a limited number of credit 
unions and caisses populaires draws to a close, and the final 
decisions as to how to successfully proceed on a unified and 
harmonious basis are reached. 


The Corporation looks forward to fulfilling its new role under 
the Government support program and cooperating with all 
credit unions and caisses populaires to the fullest. Of particular 
importance will be attention to the rehabilitation needs of 
credit unions and caisses populaires and a special emphasis 
on our shared efforts in this area with the respective leagues 
and associations. 


Chairman of the Board of Directors 


Kf 


Kenneth R. Oswell, Chairman 


President of the Corporation 


L) ee os ree 


George McIntyre, F.C.A. 





Ontario Share and Deposit Insurance Corporation 
Balance Sheet 


(in thousands of dollars) 








As at 











December 31 
1986 1985 
Assets 

Cash $ 699 S201 
Loans receivable 18 57 

Premiums receivable and related accrued 
interest (Note 1) 1,596 Bi 
Accounts and interest receivable 494 426 
Investments, at cost plus accrued interest 16,330 14,409 

Fixed assets (net of accumulated 

depreciation of $394; 1985 — $338) 137 179 
$19,274 $17,883 























Liabilities 
Payables and accruals 099 $7569 


Loan payable (Note 3) 16,348 19,919 
Income taxes payable - 387 
Deferred premium income 1,681 DD 

21,430 


Deposit Insurance Fund (Deficiency) 846 (3,547) 
$17,883 


Contingent liabilities (Note 7) 


On behalf of the Board: 


ii : Director 
BEE. Director 






See notes to financial statements 





Ontario Share and Deposit Insurance Corporation 
Statement of Income and Deposit Insurance Fund 


(in thousands of dollars) 


Year Ended 
December 31 
1986 1985 


Income: 
Premium income $4,286 $ 4,103 
Investment income 1,562 337 
Other 181 250 


6,029 4,690 


Direct expenses 12053. 1,872 
Income before taxes 3,976 2,818 
Recovery of income taxes 83. = 

Net Income 4,059 2,818 


Deposit insurance fund (deficiency) at beginning of year (3,547) 1,269 
Amount transferred from stabilization funds 15,550 
Financial assistance recovered (provided) (Note 5) (23,184) 


Deposit Insurance Fund (deficiency) 
at end of year $ (3,547) 


See notes to financial statements 


Auditors’ Report In our opinion, these financial statements present fairly the 


financial position of the Corporation as at December 31, 1986 
Te the: Board of DirecoEs ot ; and the results of its operations and the changes in its financial 
position for the year then ended in accordance with generally 


accepted accounting principles applied on a basis consistent 
We have examined the balance sheet of Ontario Share and with that of the preceding year. 


Deposit Insurance Corporation as at December 31, 1986 and 
the statements of income and deposit insurance fund and 


changes in financial position for the year then ended. Our 7) Fi 
examination was made in accordance with generally accepted Most ¥ eae 


Ontario Share and Deposit Insurance Corporation 


auditing standards, and accordingly included such tests and 
other procedures as we considered necessary in the 
circumstances. February 6, 1987 











Ontario Share and Deposit Insurance Corporation 
Statement of Changes in Financial Position 


(in thousands of dollars) 


















Year Ended 


December 31 
1986 1985 
Cash from operations: 
Net income $4,059 $ 2,818 
Items charged to operations 
not affecting cash: 
Depreciation 66 69 
Other vs 13 






Changes in: 


Premiums receivable, net of deferred 

premium income 67 ce Oe 
Accounts and interest receivable (285) (462) 
Payables and accruals 30 (2,612) 


Income taxes payable (488) 387 


Cash from operations 













Other sources (applications of cash): 









Amount transferred from stabilization funds ~ 15,550 
Loans receivable 39 (57) 

Increase (repayment) of loan payable (3,571) 19,919 
Purchase of investments (1,603) (14,373) 
Recovery of (assistance to) member institutions 334 (23,184) 
Purchase of fixed assets (26) (102) 

Other = 10 
(4,827) (2,237) 

Increase (decrease) in cash (1,376) 1,091 

Cash at beginning of year 2,075 984 

Cash at end of year $ 699 i 2095 






See notes to financial statements 


Ontario Share and Deposit Insurance Corporation 


Notes to Financial Statements 


Year ended December 31, 1986 


GENERAL 


Ontario Share and Deposit Insurance Corporation is 
established as a corporation without share capital under the 
provisions of the Credit Unions and Caisses Populaires Act, 
1976, ( Act’), 


The Corporation’s principal functions are to provide deposit 
insurance on share capital and deposits of members of credit 
unions and caisses populaires, and to collect, accumulate and 
publish statistics on the credit union movement. 


SUMMARY OF SIGNIFICANT ACCOUNTING 
POLICIES 


Fixed Assets, Depreciation and Amortization: 
Fixed assets are recorded at cost. Depreciation of furni- 
ture and equipment is provided on the diminishing- 
balance method at the rate of 20% per annum. Leasehold 
improvements are amortized on a straight-line basis over 
the term of the lease. 


Premium Income: 
Premiums are based on share capital and deposits held 
by member institutions. Basic premium income is recog- 
nized when billed. 


Deferred Premium Income: 
Deferred premium income represents the additional 
premiums charged to credit unions which were not 
members of an approved stabilization fund at the time 
of assessment (Note 1). 


Financial Assistance and Claims in Respect of Insured 

Deposits: 
Loans to member institutions are carried at net realizable 
value. Provisions against such loans are charged to the 
insurance reserve fund as financial assistance. Losses 
arising from claims in respect of insured deposits are 
estimated and recorded when member institutions 
become insolvent. 


1. PREMIUMS RECEIVABLE AND RELATED 
ACCRUED INTEREST 


Premiums receivable and related accrued interest repre- 
sents the unpaid additional premiums charged during 
1985 and 1986 (and accrued interest thereon) to credit 
unions which were not members of an approved stabili- 
zation fund at the time of assessment. These charges are 
in dispute. 


FORGIVABLE LOAN 


In 1985, the Corporation agreed to provide a forgivable 
loan in the amount of $23,490,650 to facilitate the amal- 
gamation of Caisse Populaire Ste. Anne d’Ottawa Inc. 
and Caisse Populaire Laurier d’Ottawa Limitée (“Ste. 
Anne-Laurier”’). To date, $10,600,000 of this amount 
has been forgiven. 


The balance of the loan to the amalgamated caisse 
populaire is unsecured and repayable, without interest, 
in five equal annual instalments of $2,578,130. Interest 
is to be charged at bank prime rate on overdue instal- 
ments. Loan repayments are forgivable when the amal- 
gamated caisse populaire complies with certain 
conditions established by the Corporation. In accordance 
with generally accepted accounting principles, the full 
amount of the forgivable loan was provided for during 
1985; however, under the terms of the loan agreement 
the instalments may not be forgiven if these conditions 
are not met. Furthermore, under the terms of the assis- 
tance agreement, the Corporation is entitled to an amount 
equal to 20% of the amalgamated caisse populaire’s net 
earnings during the period up to and including the 1994 
fiscal year. Such amounts are recorded as a recovery of 
financial assistance when received. The aggregate pay- 
ments under this provision are not to exceed $1,000,000. 
The Corporation has received aggregate payments of 
$71,950. 


LOAN PAYABLE 


The loan payable to a Canadian chartered bank is 
unsecured, bears interest at a floating rate related to the 
bank’s prime rate and is repayable in equal semi-annual 
instalments from June 30, 1985. The loan matures 
December 31, 1991. The principal of the loan is guaran- 
teed by the Province of Ontario. Principal repayments 
are the responsibility of the Corporation. Interest pay- 
ments are recoverable from the Province of Ontario. 
Principal repayments are $3,571,430 in each of the next 
four years and $2,062,070 in 1991. 


INCOME TAXES 


The Corporation is taxable under the Income Tax Act. 
AS premium income is not included in income for tax 
purposes, the Corporation incurred a loss for income tax 
purposes. The estimated recovery of income taxes 
previously provided has been recorded. 
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Notes to Financial Statements (cont’d) 


FINANCIAL ASSISTANCE 


Financial assistance recovered (provided) is comprised 
of the following: 


Year Ended December 31 
1986 1985 
Provision 
against for- 
givable loan 
to Caisse 
Populaire 
Ste. Anne- 
Laurier $ - $(23 490,650) 
Recovery of 
assistance 334,105 306,841 
$ 334,105 $(23,183,809 
PENSION PLAN 


The Corporation has a defined benefit pension plan. The 
most recent actuarial valuation, which was prepared as 
at August 31, 1985, showed the plan to be fully funded. 


CONTINGENT LIABILITIES 


(a) Certain credit unions have commenced legal actions 
against the Corporation for the return of assessments 
of $4,560,138 (plus interest) previously paid to the 
Corporation which amounts have been paid by the 
Corporation as financial assitance. It is the view of 
the Corporation’s management that these actions 
are without merit and the Corporation will defend 
this position. 


(b) AtDecember 31, 1986, there were 88 credit unions 
and caisses populaires which have accumulated 
deficits of approximately $87 million. The initial 
responsibility for the financial viability of these 
institutions rests with the stabilization funds of 
which they are members; however, the final respon- 
sibility for deposit insurance protection rests with 
the Corporation. 


ASSETS UNDER ADMINISTRATION 
(a) Stabilization Funds Assessments 


As aresult of amendments to the Credit Unions and 
Caisses Populaires Act (“Act”), the Corporation 
was required to return any remaining balance of 
assessments held under the original provisions of 
Section 111 of the Act upon establishment of an 
insurance reserve fund. During 1986, the remaining 
assessments aggregating $5,040,946 were returned 
to La Fédération des caisses populaires de |’ Ontario 
Inc. and L’ Alliance des Caisses Populaires de l’On- 
tario Limitée on behalf of their members. 


(b) Stabilization Fund for the Association of Credit 
Unions of Ontario 


During the year, the Corporation established a 
Stabilization Fund for the benefit of the members 
of the Association of Credit Unions of Ontario. The 
Corporation holds assets of $1,771,732 on behalf 
of this Stabilization Fund. 


The Corporation has no beneficial interest in these 
assets and serves as custodian and administrator 
only. The funds are held “in trust” and a separate 
accounting of capital, income and expenditures is 
maintained in such a manner that there is no co- 
mingling of the Fund with the accounts of the Cor- 
poration. 


COMPARATIVE FIGURES 


Certain of the prior year’s accounts have been reclassified 
to conform with the presentation adopted in the current 
year. 


Ontario’s Credit Unions and Caisses Populaires- 
Balance Sheet (Unaudited)* 
as at fourth quarter 1986 - 
(in millions of dollars) 








ASSETS 
: eat - 


= Loans receivable : 
- Personal and O 


Other Assets 


"LIABILITIES | — 
Accounts Payable - ie a 
Loans Payable oe oe ae 
Deposits and Other 7 oie. 
‘Share ae Sf ts 


~ Accumulated Net Earnings a. oS 





No. of Credit 
Unions/Caisses 

Affiliation Populaires 
Credit Union Central of Ontario 724 
La Fédération des caisses populaires 

de l’Ontario Inc. 54 
L’ Alliance des Caisses Populaires 

de l’Ontario Limitée 11 
Unaffiliates 44 | 

833° 


*Source: Statistical Centre, Ontario Share and Deposit Insurance Corporation. 
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